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NOTICES OF EXEMPT RULEMAKING

The Administrative Procedure Act requires the Register include publication of the rules adopted by the state’

D

agencies under an exemption from all or part of the Administrative Procedure Act. Some of these rules are

exempted by A.R.S. 8§ 41-1005 or 41-1057; other rules are exempted by other statutes; rules of the Corp

pration

Commission are exempt from Attorney General review pursuant to a court decision as determined by the Carpora-

tion Commission.

NOTICE OF EXEMPT RULEMAKING

TITLE 14. PUBLIC SERVICE CORPORATIONS, CORPORATIONS AND ASSOCIATIONS;
SECURITIESREGULATION

CHAPTER 2. ARIZONA CORPORATION COMMISSSION
FIXED UTILITIES

October 22, 1999

PREAMBLE
1. Sections Affected Rulemaking Action

R14-2-201 Amend
R14-2-202 Amend
R14-2-203 Amend
R14-2-204 Amend
R14-2-205 Amend
R14-2-206 Amend
R14-2-207 Amend
R14-2-208 Amend
R14-2-209 Amend
R14-2-210 Amend
R14-2-212 Amend
R14-2-1601 Amend
R14-2-1602 Repeal
R14-2-1602 New Section
R14-2-1603 Amend
R14-2-1604 Amend
R14-2-1605 Amend
R14-2-1606 Amend
R14-2-1607 Amend
R14-2-1608 Amend
R14-2-1609 Repeal
R14-2-1609 Renumber
R14-2-1609 Amend
R14-2-1610 Renumber
R14-2-1610 Amend
R14-2-1611 Renumber
R14-2-1611 Amend
R14-2-1612 Renumber
R14-2-1612 Amend
R14-2-1613 Renumber
R14-2-1613 Amend
R14-2-1614 Renumber
R14-2-1614 Amend
R14-2-1615 Renumber
R14-2-1615 Amend
R14-2-1616 Renumber
R14-2-1616 New Section
R14-2-1617 Repeal
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R14-2-1617 Renumber
R14-2-1617 Amend
R14-2-1618 Renumber

2. The specific authority for the rulemaking, including both the authorizing statute (general) and the statutes the
rules are implementing (specific):
Constitutional authority: Arizona Constitution, Article XV

Authorizing statute: A.R.S. 88 40-202, 40-203, 40-250, 40-321, 40-322, 40-331, 40-332, 40-336, 40-361, 40-365,
40-367, and A.R.S. Title 40, generally

Implementing statute: Not applicable

3. Theeffective date of therules:
September 24, 1999

4. A list of all previous notices appearing in the Register addressing the exempt rule:
Notice of Proposed Rulemaking: 5 A.A.R. 1362, May 14, 1999.
Notice of Rulemaking Docket Opening: 5 A.A.R. 1446, May 14, 1999.
Notice of Exempt Rulemaking: 5 A.A.R. 214, January 22, 1999.
Notice of Proposed Rulemaking: 4 A.A.R. 2416, September 4, 1998.
Notice of Rulemaking Docket Opening: 4 A.A.R. 2368, September 4, 1998.
Notice of Emergency Rulemaking: 4 A.A.R. 2393, September 4, 1998.
Notice of Exempt Rulemaking: 3 A.A.R. 222, January 17, 1997.
Notice of Proposed Rulemaking: 2 A.A.R. 4400, November 1, 1996.
Notice of Rulemaking Docket Opening: 2 A.A.R. 4107, September 27, 1996.

5. Thename and address of agency personnel with whom per sons may communicate regarding the rulemaking:
Name: Ray T. Williamson, Chief Economist

Address: Arizona Corporation Commission
1200 W. Washington
Phoenix, Arizona 85007

Telephone: (602) 542-4251
Fax: (602) 542-2129

6. An explanation of therule, including the agency’s reasons for initiating the rule, including the statutory citation
to the exemption from the regular rulemaking procedures:

On December 26, 1996, in Decision No. 59943 the Commission adopted rules which provided the framework for
the introduction of retail electric competition in Arizona. These rules are codified at A.A.C. R14-2-1601 et seq. On
August 10, 1998, in Decision No. 61071 the Commission adopted certain modifications to the Retail Electric Com-
petition Rules and conforming changes to R14-2-203, R14-2-204, and R14-2-208 through R14-2-211, on an emer-
gency basis. The Commission adopted the emergency rules on a permanent basis on December 11, 1998, in
Decision No. 61272.

On January 11, 1999, the Commission issued Decision No. 61311 which stayed the effectiveness of the rules and
related Decisions and ordered the Commission's Hearing Division to issue a Procedural Order to begin consider-
ation of further comments and actions in this docket. Interested parties were given several opportunities to file
comments, proposed rule changes and exceptions to the rule amendment recommendations subsequently proposet
by the Hearing Division on January 26, 1999, and on March 12, 1999.

The Commission, at a special open meeting on April 14, 1999, ordered that proposed rules be forwarded to the
Office of the Secretary of State for publication. The proposed rules were published in the Arizona Administrative
Register on May 14, 1999.

Public Comment sessions on the proposed rules were held in Phoenix on June 14 and 23, 1999 and in Tucson on
June 17, and 21, 1999. After consideration of the filed written comments and oral comments received in the public
comment hearings, the Hearing Division filed its proposed modifications on August 26, 1999. At a special open
meeting held on September 21, 1999, the Commission adopted the following as final rules.

Pursuant to court order, these rules are exempt from the Attorney General certification provisions of the Arizona
Administrative Procedure Act. Segtate ex. rel. Corbin v. Arizona Corporation Commissioté Ariz. 216, 848
P.2d 301 (App. 1992).
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A reference to any study that the agency proposes to rely on in its evaluation or justification for the proposed
rule and where the public may obtain or review the study, all data underlying each study, any analysis of the
study and other supporting material:

Not applicable.

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a

previous grant of authority of a palitical subdivision of this state:

Not applicable.

Thesummary of the economic, small business, and consumer impact:

A.  Economic, small business and consumer impact summary.
1 Proposed rulemaking.

The proposed rules amend the rules adopted on December 11, 1998, in Decision No. 61272 (R14-2-201
through -204, -208 through -211, R14-2-1601 through -1618). They provide for procedures and schedules for the
implementation of the transition to competition in the provision of retail electric service after the rules were stayed
in Decision 61311 (January 11, 1999).

2. Brief summary of the economicimpact statement.

End users of competitive electricity services may benefit from greater choices of service options and rates because
full competition will occur as soon as possible after resolving issues of Stranded Cost and Unbundled tariffs. Some
consumers may not participate in the competitive market as quickly as under the current rules if their affected util-
ity has not resolved its stranded cost or unbundled tariff issues.

Requirements for consumer information disclosure and unbundled bills will provide information that consumers
can use to make informed choices regarding the selection of electric service providers. Thiswill reduce the costs of
searching for information. Consumers would also benefit from protections in the proposed permanent rule amend-
ments regarding “slamming”, notification of outages, and metering standards.

Affected utilities and electric service providers may incur additional costs resulting from additional reporting, bill-
ing, and consumer disclosure requirements and from negotiating service acquisition agreements. Affected utilities
may also incur additional costs associated with preparing and filing residential phase-in program proposals, com-
pliance plans, reports, and audits and in separating monopoly and competitive services and maintaining the separa-
tion.

Separating utility monopoly and competitive services mitigates the potential for anti-competitive cross-subsidiza-
tion that could harm consumers of monopoly services.

Manufacturers of solar electric generation equipment may not directly benefit from increased sales after the elimi-
nation of the solar portfolio standard.

Public entities would not benefit from the implementation of the Solar Electric Fund.

Probable costs to the Commission include costs associated with new tasks, such as reviewing service acquisition
agreements, reviewing utility filings of residential phase-in program proposals and quarterly reports, reviewing
utility filings of reports detailing possible mechanisms to provide benefits to standard offer customers, reviewing
protocols regarding must-run generating units, reviewing reports of “slamming” violations, approving require-
ments regarding metering and meter reading, reviewing utility filings of compliance plans, reviewing utility perfor-
mance audits, and developing the format of a consumer information label.

Adoption of the proposed permanent rule amendments would allow the Commission to more effectively implement
the restructuring of the retail electric market.

3. Name and address of agency employees to contact regar ding this statement.

Ray Williamson, Acting Director, Utilities Division or Paul Bullis, Chief Counsel at the Arizona Corporation Com-
mission, 1200 West Washington, Phoenix, Arizona 85007.

B. Economic, small business and consumer impact statement.
1 Proposed rulemaking.

The proposed permanent rule amendments (R14-2-201 through, -204, -208 through -211, R14-2-1601 through -
1618) provide for procedures and schedules for the implementation of the transition to competition in the provision
of retail electric service.
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2. Personswho will be directly affected by, bear the costs of, or directly benefit from the proposed
rulemaking.

potential electric service providers

the public at large who are consumers of electric service

a
b

C. electric utilities
d investorsin investor-owned utilities and independent power producers
e holders of bonds of cooperative utilities

f.

state government agencies, including the Arizona Corporation Commission and the Residential Utility Con-
sumer Office

g. Federal Energy Regulatory Commission
h. employees of utilities and potential electric service providers
i billing and collection service providers
j- independent power producers
3. Cost-benefit analysis.

a Probable costs and benefits to the implementing agency and other agencies directly
affected by theimplementation and enforcement of the proposed rulemaking.

Probable costs to the Commission include costs associated with new tasks, such as reviewing service acquisition
agreements, reviewing utility filings of residential phase-in program proposals and quarterly reports, reviewing

utility filings of reports detailing possible mechanisms to provide benefits to standard offer customers, reviewing
protocols regarding must-run generating units, reviewing reports of “slamming” violations, approving require-
ments regarding metering and meter reading, reviewing utility filings of compliance plans, reviewing utility perfor-
mance audits, and developing the format of a consumer information label.

b. Probable costs and benefits to a palitical subdivision of this state directly affected by the
implementation and enforcement of the proposed rulemaking.

As an end user of competitive electricity services, a political subdivision may benefit from greater choices of ser-
vice options and rates from full competition Some of the smaller political subdivisions would not participate in the

competitive market as quickly as originally proposed because their peak loads are too small to qualify for the
phase-in period.

C. Probable costs and benefits to businesses directly affected by the proposed rulemaking,
including any anticipated effect on the revenues or payroll expenditure of employerswho are subject to the
proposed rulemaking.

As an end user of competitive electricity services, a business may benefit sooner from greater choices of service
options and rates under full competition. Some of the smaller businesses would not participate in the competitive
market as quickly as originally proposed because their loads are too small to qualify for the phase-in period.

Affected utilities and electric service providers may incur additional costs resulting from additional report-
ing, billing, and consumer information disclosure requirements. Affected utilities may also incur additional costs
associated with separating monopoly and competitive services and maintaining the separation.

4., Praobable impact on private and public employment in businesses, agencies and political subdi-
visions of this state directly affected by the proposed rulemaking.

Affected utilities may need to hire additional employees to effect and maintain the required separation of monopoly
and competitive services.

The impact on public employment would likely be minimal.
5. Probableimpact of the proposed rulemaking on small businesses.
a I dentification of the small businesses subject to the proposed rulemaking.

Businesses subject to the proposed rule amendments are electric utilities, potential electric service providers, inde-
pendent power producers, and business consumers. Some of these businesses are small, but some are also larg
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regional, national, or international firms.
b. Administrative and other costsrequired for compliance with the proposed rulemaking.

Administrative costs to electric service providers would include the costs of negotiating service acquisition agree-
ments and preparing consumer disclosure information. Administrative costs to affected utilities would include the
costs of negotiating service acquisition agreements and preparing and filing residential phase-in program propos-
als, compliance plans, reports, and audits. Affected utilities may also incur additional costs associated with separat-
ing and maintaining the separation of monopoly and competitive services.

C. A description of the methodsthat the agency may use to reduce the impact on small busi-
nesses.

Requirements for consumer information disclosure and unbundled bills will provide information that small busi-
ness consumers can use to make informed choices regarding the selection of electric service providers. This will
reduce the costs of searching for information. The Commission may also undertake educational activitiesto further
lower the costs of participating in the competitive market.

In regard to reducing the impact on potential electric service providers that are small businesses, the Commission
could reduce the application requirements for obtaining a Certificate of Convenience and Necessity or consumer
information disclosure requirements. However, the outcome of this alternative may be undesirable if an electric
service provider does not have the technical or financial capability of providing reliable energy services or if the
industry becomes more prone to companies that engage in fraudulent activities. The Commission and consumers
would have less information about businesses that supply electric service.

d. Probable cost and benefit to private persons and consumerswho are directly affected by
the proposed rulemaking.

Requirements for consumer information disclosure and unbundled bills will provide information that consumers
can use to make informed choices regarding the selection of electric service providers. Thiswill reduce the costs of
searching for information.

Consumers would benefit from protections in the proposed permanent rule amendments regarding “slamming”,
notification of outages, and metering standards.

Consumers may benefit sooner from greater choices of service options and rates because full competition will
occur sooner under the proposed permanent rule amendments than under the original permanent rule. Some con-
sumers would not participate in the competitive market as quickly as originally proposed.

6. Probable effect on state revenues.
The Commission is not aware of any impact on tax revenues.

7. Lessintrusive or less costly alter native methods of achieving the purpose of the proposed rule-
making.

The Commission is unaware of any less intrusive or less costly methods that exist for achieving the purpose of the
proposed permanent rule amendments.

8. If for any reason adequate data are not reasonably available to comply with the requirements of
subsection B of this section, the agency shall explain the limitations of the data and the methods that were
employed in the attempt to obtain the data and shall characterize the probable impactsin qualitative terms.

Because adequate data are not available, the probable impacts are explained in qualitative terms.

Commission-initiated working groups on reliability, billing and collection, metering, low income issues, and cus-
tomer education have provided input on revising the retail electric competition rules. Stakeholders have been given
opportunities to provide written and oral comments on drafts of proposed rules changes. Public comment meetings
have been held in Phoenix, Tucson, and Flagstaff. Commission Staff reviewed experiences with retail electric com-
petition in other states, such as California, Massachusetts, and Pennsylvania. Information gathered from all of these
sources was used to produce the proposed permanent rule amendments.

10. A description of the changes between the proposed rules, including supplemental notices and final rules (if
applicable):

The modifications are not substantive. They include the following provisions:

The changes to R14-2-203 and -209 are clarifications necessitated to conform to the revisions to Article 16 and to
clarify who pays charges for meter rereads, respectively.
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R14-2-209 (E) is shown in its entirety, although no changes were made to it during this rulemaking. In its 1998
amendments to these electric competition rules, the Commission inadvertently deleted R14-2-209 (E)(2) from its

Decision No. 61272. As a result, the Secretary of State deleted the “1.” from the 1st paragraph of that rule when it
published the Commission's Notice of Exempt Rulemaking on January 22, 1999. This error was repeated in the
Notice of Proposed Rulemaking published on May 14, 1999, despite the fact that at no time did the Commission
order the deletion of R14-2-209 (E)(2).

The modifications to R14-2-2601 provide definitions for “Aggregation” and “Self-Aggregation”, “Ancillary Ser-
vices” and “Public Power Entity” which were needed to clarify terms utilized in the revised rules. The definition of
Utility Distribution Company was amended to reinstate the word “constructs”.

The modification of R14-2-1603 clarifies that distribution cooperatives that provide Competitive Services within
their distribution service territories do not need to apply for a Certificate of Convenience and Necessity (“CC&N"),
and clarifies that applicants affiliated with an Affected Utility must demonstrate that they have a Commission-
approved Code of Conduct as a requisite of certification.

The modifications to R14-2-1604 clarify that small users are eligible to aggregate their loads and are eligible to
participate in the competitive market subject to the limitations of the phase-in period. The modification also pro-
vides that a waiting list of residential customers interested in participating in the competitive market be made avail-
able to certificated Electric Service Providers upon request.

The modification of R14-2-1605 clarifies that distribution cooperatives providing services within their service ter-
ritories do not require a CC&N.

The modifications to R14-2-1606 define the term “open market” and further delineate the elements that must be
unbundled in the Standard Offer Service tariffs.

The modification to R14-2-1609 clarifies that the UDC retains the obligation to assure adequate transmission
import and distribution capability to meet the needs of all distribution customers within its service territory. The
changes were based upon parties’ comments that additional guidance regarding a UDC's obligation concerning
transmission import capability would be beneficial. The modifications do not alter the obligation established in the
Revised Rules.

In R14-2-1611(C), the word “terms” is changed to “provisions” to avoid confusion about the Commission’s obliga-
tion concerning the confidentiality of special contracts.

The modifications to R14-2-1612(C) add protections contained in A.R.S. '40-202 regarding the authorization to
switch electric providers. In addition, Section 1612(1) was revised to clarify confusion about the timeframe for ter-
minating competitive service and returning a customer to Standard Offer Service. Section 1612(K) was revised
slightly to provide that each competitive point of delivery shall be assigned a Universal Node Identifier and that the
Load-Serving Entity developing the load profile determines if a load is predictable. Section 1612(N) was revised to
provide the minimum elements that should appear on every bill.

R14-2-1613 was modified to remove the word “and” from Section 1613(A) and to correct the numbering of section
1613(B).

The modifications to R14-2-1615 replace the reference to “meters” in Section 1615(B) with “Meter Services and
Meter Reading Services” and replace the reference to service territory at the time of these rules with “its distribu-
tion service territory” in section 1615(C). Also, the reference in Section 1615(C) to the generation cooperative is
removed.

The modification to R14-2-1616 clarifies that this section, requiring a Code of Conduct, applies to Affected Utili-
ties, including cooperatives, that plan to offer Competitive Services through an affiliate and also provides minimum
guidelines for the content of the required Codes of Conduct. Further, the modification clarifies that the Code of
Conduct is subject to Commission approval after a hearing.

The modifications to R14-2-1617 add language to Sections 1617(A) and (B) to clarify that Load-Serving Entities
providing either generation service or Standard Offer Service must prepare the consumer information label, and
correct a typo in Section 1617(D).

All other changes from the proposed rules are minor and were made to conform to the Secretary of State’s publish-
ing style.

11. A summary of the principal comments and the agency response to them:
R14-2-203 - Establishment of Service
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203(B)

Issue: New West Energy (“NEW”) recommended that a provision be added to Section 203(B)(6) to
clarify that deposits for residential and nonresidential customers would be estimated using average monthly usage
for Noncompetitive Services. The Arizona Corporation Commission (“Commission”) Staff (“Staff”) responded
that the existing Section already contains the word “estimated” and argued no change was required.

Analysis  We concur with Staff.
Resolution No change is necessary.

Issue Commonwealth Energy Corporation (“Commonwealth”) stated that Section 203(B)(9) should be
deleted because Utility Distribution Companies (“UDCs") may attempt to dissuade customers from seeking com-
petitive services by claiming customer deposits may be raised if the customers are dissatisfied with the alternative
provider and return to Standard Offer Service. Staff responded that it is clear that the only reason a UDC can
increase a deposit is for the return to Standard Offer Service, which may be more expensive than competitors’ ser-
vice. Staff argued that this provision should motivate customers to choose another Electric Service Provider
(“ESP”) and not return to Standard Offer Service.

Analysis  This Section allows the deposit to be raised only in proportion to the expected increase in
monthly billing, and also requires a refund of the deposit for nondelinquent customers when a customer switches to
competitive services. This Section is not anti-competitive and requires no change.

Resolution No change is necessary.

203(D)(1)

Issue NWE recommended that the language “including transfers between Electric Service Provid-
ers” in Section 203(D)(1) be deleted. Staff responded that no change is necessary because the Rules already con-
template a charge for transfers between ESPs.

Analysis  This Section requires Commission approval of such charges. ESPs may object if they believe
the amount of such a charge is unreasonable.

Resolution No change is necessary.

203(D)(4)

Issue: The City of Tucson (“Tucson”) advocated rewriting Section 203(D)(4) regarding service estab-
lishments to clearly set time limits for actions by each party and to avoid incentives to delay processing Direct
Access Service Requests (“DASRs") or meter changes.

Analysis:  We agree that the language “if the direct access service request is processed 15 calendar days
prior to that date” does not provide a sufficiently clear time limit, and does not avoid incentives to delay processing
DASRs. As explained in our analysis of Section 1612(1), whether appropriate metering equipment is in place is an
important concern in some circumstances, and that language should remain unchanged.

Resolution: Modify the 1st sentence of this Section as follows:

Service establishments with an Electric Service Provider will be scheduled for the next regular meter read date if
the direct access service request is provigledessed5 calendar days prior to that date and appropriate metering
equipment is in place.

Such change merely clarifies the intent of this provision and is not substantive.

R14-2-204 — Minimum Customer Information Requirements

Issue Arizona Consumers Council (“AZCC") objected to the language in this Section on the grounds
that an ESP might sign consumers up for new service without being obligated to provide adequate information
regarding the offered services.

Analysis  Our modification to Section 1612(C) addresses this concern by requiring that the written
authorization to switch providers confirm the rates, terms, conditions and nature of the service to be provided. This
Section requires Load-Serving Entities to provide further information to residential consumers who request it.

Resolution No change is required.
R14-2-205 — Master Metering
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I ssue: In late-filed comments, the Arizona Multihousing Association (“AMA”) advocated for the
deletion of Section 205(B) which limits master metering for newly constructed apartment complexes. The AMA
asserted that the prohibition was counterproductive to achieving the critical mass necessary to benefit from aggre-
gation. AMA also recommended that the issue of aggregation be clarified.

Analysis: The AMA raised this issue for the 1st time very late in the rule revision process and other par-
ties have not had opportunity to respond. We do not believe revision of this existing rule is warranted, especially
without input from other parties. We believe that at least some of AMAs concerns are addressed by our clarifica-
tions to the process of aggregation in Section 1604.

Resolution No change is required.
R14-2-209 — Meter Reading

Issue: The AZCC raised a concern that under this Section a customer may be charged for a meter re-
read when the customer had nothing to do with the request for a re-read.

Analysis:  Section 209(C)(1) provides that a customer, ESP, UDC, or billing entity may request a re-read
of a meter. Section 209(C)(2) provides that a re-read may be charged to the customer, ESP, UDC or billing entity at
the tariff rate. It is implicit in this Section that the requesting party will be the party to be charged. However, we
will modify this Section to clarify that it is the requesting party that may be charged for the re-read. Such modifica-
tion merely clarifies this provision and is not substantive.

Resolution: Insert “making the requésafter “or billing entity” in Section 209(C)(2).
R14-2-210 - Billing and Collection

210(A)

Issue Tucson Electric Power Company (“TEP”) recommended deleting Section 210(A)(5)(c) which
prohibits estimated bills for direct access customers requiring load data because the utility or billing entity has the
ability to do it and such bills can be estimated in accordance with Sections 209(A)(8) and 1612(K)(14). Staff
responded that as a general rule, direct access customers’ bills should not be estimated, and argued against chang

ing this provision.

Analysis  We concur with Staff.
Resolution No change is necessary.

Issue: NWE states that the terms “utility” and “customer” are not defined in Section 210(A)(2). Staff
noted that these terms are defined in Section 201.

Analysis  The definitions in Section 201 are sufficient.
Resolution No change is necessary.

Issue NWE states that the rules for estimated meter readings should be developed by the working group and
should not be included in Sections 210(A)(3) through (6). Staff stated that this Section sets forth conditions which
the working groups have previously developed and therefore no change is warranted.

Analysis  We concur with Staff.
Resolution No change is necessary.

210(C-I)
Issue NWE states that Sections 210(C) through (I) should be stricken in their entirety because it

believes they do not apply to ESPs, and that to the extent they apply to UDCs, they should be covered by the
UDCs' tariffs. Staff responded that these rules apply to UDCs and ESPs.

Analysis  As the term “utility” is defined in Section 201, these Sections apply to both UDCs and ESPs. It
is preferable that the issues covered in these Sections be prescribed by general rule rather than be provided in indi-
vidual tariffs.

Resolution: No change is necessary.
R14-2-211 - Termination of Service

Issue Commonwealth recommended the deletion of the opening sentences in Sections 211(B) and
(C), which prohibit an ESP from ordering disconnection of service for nonpayment. Staff responded that ESPs can
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terminate service to customers for nonpayment through terminating their contract with customers.

Analysiss  This Section does not preclude an ESP from terminating a contract for nonpayment. Common-
wealth’s concerns about its ability to terminate contracts expediently are addressed by our revisions to Section
1612(]).

Resolution No change required.
R14-2-213 - Conservation

Issue TEP proposed deleting this Section because it is premature; the issue will be addressed when
revisiting the Resource Planning Rules; it should apply to all utilities and ESPs; and it should be delayed until there
is 100 percent statewide competition. Staff responded that this rule has been in effect for several years and there is
no justification for deleting it at this time.

Analysis  We remain unconvinced that a change in this provision is warranted.
Recommendatian No change is necessary.

R14-2-1601 - Definitions

1601(2) “Aggregator”

Issue The Land and Water Fund of the Rockies and the Grand Canyon Trust (collectively, the “LAW
Fund”) and the AZCC expressed concern that the Rules do not sufficiently encourage aggregation of smaller users.
Commonwealth concurred. The Arizona Transmission Dependent Utility Group (“ATDUG”) suggested deleting
the term “Aggregator” and adding a new definition of “Aggregation.” Staff responded that the definition of
“Aggregator” was placed in the Rules, as originally drafted, to address businesses that choose to provide “aggrega-
tion” as an electric service to customers. Staff noted that apparently, that definition has created confusion, causing
some to believe that in order for a group of customers to combine or “aggregate” their load, they would have to
become an ESP. Staff stated that was not the intent of the Rule as originally drafted. Staff noted that in addition,
there have been questions raised about whether residential customers are able to aggregate their load, either
through self-aggregation or through the services of an Aggregator. Staff believed that clarification of this issue
would be helpful. Staff therefore proposed new language to clarify that only entities which perform aggregation
services as part of their business are required to obtain ESP certification; to provide new definitions of “Aggrega-
tion” and “Self-Aggregation”; to clarify that residential customers may also aggregate or self-aggregate their loads,
subject to the phase-in percentage limitations; and to clarify that eligible residential and nonresidential customers
may be aggregated together. Staff proposed the following new definition of “Aggregator”:

“2. ‘Aggregator’ means an Electric Service Provider that, as part of its business, combines retail
electric customers into a purchasing gréup.

Staff also suggested a new definition of “Aggregation” similar to that suggested by ATDUG:

“3. ‘Aggregation’ means the combination and consolidation of loads of multiple customers.
Staff proposed that a revised version of the definition of “Self-Aggregation” be included in the Rules:

“Self-Aggregation is the action of a retail electric customer or group of customers who combine their own
metered loads into a single purchase block.

In addition, Staff proposed additional clarifying modifications to Sections 1604(A)(2) and (4) and 1604(B)(6) con-
cerning aggregation and self-aggregation, which are discussed in our analysis of those Sections.

Analysis  Staff's recommended modifications to this Section are not substantive, but provide clarity and
should be adopted.

Resolution Modify Section 1601 in accordance with Staff’s recommendations and renumber accordingly.
1601(3) “Ancillary Services

I ssue: Staff noted that although the Proposed Rules contain several references to the term “Ancillary
Services,” they do not include a definition for that term, and suggested that the following definition be added to the
Rules:
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“Ancillary Services” means those services designated as ancillary services in Federal Energy Reqgulatory Com-

mission Order 888, including the services necessary to support the transmission of electricity from resource to

load while maintaining reliable operation of the transmission system in accordance with good utility. practice
Analysis  The proposed definition provides clarity and is not a substantive change to the Rules.

Resolution Add the definition as proposed and renumber accordingly.
1601(5) — Competitive Services

Issue Arizona Public Service Company (“APS”) argued that the Commission should not define
“Competitive Services” simply by negative reference to another definition because it is vague. APS proposed that
the definition of “Competitive Services” should be replaced with the following:

5. “Competitive Services” means retail electric Generation, Meter Service (other than those aspects of Meter
Service described in R14-2-1612(K)), Meter Reading Service, and billing and collection for such services
(other than joint or consolidated billing provided pursuant to a tariff). It does not include Standard Offer Ser-

vice or any other eIectnc serwce defmed bv this article as noncompmlmmpeet&ef—re%aﬂ—eleetp%semce

) or non-

Arizona Electnc Power Cooperatlve Inc., Duncan Valley Electnc Cooperatlve Inc. and Graham County Electric
Cooperative, Inc. (“AEPCO, Duncan and Graham”) supported APS’ modification of the definition. Common-
wealth and Arizonans for Electric Choice and Competition (“AECC") opposed APS’ proposal. In its responsive
comments, Staff noted that Competitive and Noncompetitive Services as defined by the Rules are mutually exclu-
sive, and argued that APS appears to be attempting to create a 3rd category of services: Competitive Services that
may be provided by Affected Utilities or Utility Distribution Companies. Staff believed that the existing definition

is sufficiently clear, and maintains the proper distinction between services that may be provided by Affected Utili-
ties or UDCs, and those services that may not.

Analysis  APS’ proposal could narrow the competitive environment by excluding other energy-related
services. The distinction between Competitive and Noncompetitive Services is sufficiently clear without modifica-
tion.

Resolution No change is required.
1601(4) “Competition Transition Charge”

Issue Navopache Electric Cooperative, Inc. (“Navopache”) and Mohave Electric Cooperative, Inc.
(“Mohave”) commented that the definition of Competition Transition Charge (“CTC") should include costs
incurred by the Affected Utilities in implementing these Rules. Navopache and Mohave argued that these costs
would not be incurred but for customers electing to switch to competitive providers, and therefore customers who
switch should bear the associated costs, rather than the customers who remain on Standard Offer Service.

Staff stated that because many of Navopache’s and Mohave’s concerns are already addressed by the proposed mod
ification to the definition of Stranded Cost to include “other transition and restructuring costs,” it is unnecessary to
make the modification Navopache and Mohave recommend.

Analysis  We concur with Staff.
Resolution No change is required.

1601(13) (newly proposed) “Economic Development Tariffs”

Issue Staff proposed to add a new definition for “Economic Development Tariffs” as “those dis-
counted tariffs used to attract new business expansions in Arizona” to comport with its recommendation to add lan-
guage to Section 1606(C)(6), referring to “economic development tariffs that clearly mitigate Stranded Costs.”

Analysis  As explained in our discussion under Section 1606(C) below, due to insufficient evidence in
the record to support the implementation of the proposed “Economic Development Tariff’, we will not revise Sec-
tion 1606(C) as proposed by Staff at this time. Therefore, this proposed definition is not needed.

Resolution No change is required.

1601(15) “Electric Service Provider Service Acquisition Agreement”

Issue NWE recommends that the Electric Service Provider Service Acquisition Agreement be a standard-
ized, Commission-approved agreement between an Affected Utility and an ESP because NWE believes that the
rule as written creates an uncertain process that may deter potential ESPs from competing in Arizona. NWE also
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argues that a standardized, Commission-approved agreement is the most efficient mechanism for controlling the
technical and financial viability of competitors. Commonwealth supported the approach of a Commission pre-
approved agreement for all service areas.

Staff stated it agreed with the Commission’s conclusion in Decision No. 61634 on this issue, that the certification
process is not overly burdensome or anti-competitive.

Analysis  We believe that the certification process as currently structured is not such an uncertain or bur-
densome process as to deter potential ESPs from competing in Arizona, and that the current process provides ade-
guate oversight of ESPs’ technical and financial viability.

Resolution No change is required.

1601(27) “Noncompetitive Services”

Issue Navopache and Mohave argued that it is necessary for customer-owned distribution coopera-
tives to maintain the relationships and communications links with their members/owners for membership, voting
and other purposes. To achieve that goal, Navopache and Mohave recommended that the definition of Noncompet-
itive Services be modified to state that metering, meter ownership, meter reading, billing, collections and informa-
tion services are deemed to be Noncompetitive Services in the service territories of the distribution cooperatives.

Staff responded that the provisions of Section 1615(B)(1) allow distribution cooperatives to maintain sufficient
links with their members/owners.

Analysis  We agree with Staff that Section 1615(B)(1) explicitly allows an Affected Utility or UDC to
bill its own customers for distribution service and to provide billing services to ESPs in conjunction with its own
billing, and also allows an Affected Utility or UDC to provide billing and collections, Metering and Meter Reading
Service as part of its Standard Offer Service tariff to Standard Offer Service customers.

Resolution No change is required.

Issue ATDUG suggested that the definition of Noncompetitive Services should be amended to add
“Aggregation Service.”

Analysis  Although the actual delivery of electricity sold to aggregated customers will be a Noncompeti-
tive Service, there is no reason to differentiate the generation services provided to aggregated customers from gen-
eration services provided to non-aggregated customers. Both aggregated and non-aggregated competitive
generation services should remain classified as Competitive Services.

Resolution No change is required.

Issue Commonwealth asserted that ESPs should not have to pay the utility for customer data when
the customer requests its release. Commonwealth recommended that the definition of Noncompetitive Services
should be amended by deleting “provision of customer demand and energy data by an Affected Utility or Utility
Distribution Company to an Electric Service Provider” so that the utility cannot impose a charge on these services.
Alternatively, Commonwealth argued that the Rules should provide that the data will be provided to the customer
(or its authorized representative) at no charge.

Analysis  Because customers who switch providers will be the “cost-causers,” it is appropriate that they
should bear the administrative costs associated with switching providers. We share Commonwealth’s concern,
however, that such charges may be prohibitively high and discourage new market entrants. As this will be a tariffed
item, the Commission will oversee the reasonableness of such a charge. If an ESP finds the tariffed charge unrea-
sonable, the ESP is free to protest the tariff.

Resolution No change is required.
1601(28) (former) “Net Metering or Net Billing”

Issue Tucson recommended not deleting the definition of Net Metering or Net Billing from the
Rules, as the potential for customer-sited generation using any sort of generation is still possible, even if not man-
dated. Tucson recommended striking the word “solar electric” from the definition.

Analysis  The terms “Net Metering or Net Billing” are not referenced in the Rules and consequently,
their inclusion in the definitions is not necessary and could be confusing.

Resolution No change is required.
1601 (34) (newly proposed) “Public Power Eritity
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I ssue: Staff noted that although the Rules have added the term “Public Power Entity” they do not
include a definition for that term. Staff recommend that the definition parallel that set forth by the legislature in
A.R.S. 8 30-801.16. Trico Electric Cooperative (“Trico”) and Commonwealth concurred.

Analysis  This definition is needed because prior revisions of Section 1610 introduced this term, how-
ever, the change is not substantive.

Resolution Add the following definition to Section 1601 and renumber accordingly: “Public Power
Entity’ incorporates by reference the definition set forth in A.R.S. § 30-801.16.

1601(35) “Stranded Cost”

Issue TEP argued that the Proposed Rules’ replacement of the word “value” with “net original cost”
is not appropriate because the new term may be inconsistent with assets held under lease arrangements and with
various regulatory assets. AECC disagreed with TEP. Staff responded that it concurs with the change made in Deci-
sion No. 61634 to replace “value” with “net original cost,” and that this language will not preclude TEP from seek-
ing what it believes to be an appropriate level of recovery for its Stranded Costs.

Trico recommended adding “and distribution assets” after “regulatory assets” in Section 1601(35)(a)(i), because
distribution electric public service corporations are also entitled to recover their Stranded Costs. ATDUG and Com-
monwealth responded to Trico’s recommendation by questioning how distribution assets could be considered
“stranded” since they remain with the regulated entity. Staff responded that due to the difficulty in calculating dis-

tribution cooperatives’ Stranded Costs prior to competition, it is more appropriate to deal with those costs in rate
cases for distribution electric public service corporations. Staff therefore recommends that the definition of

Stranded Costs not be changed.

Analysis  We concur with Staff that the term “net original cost” will not preclude TEP from recovering
appropriate Stranded Costs. We also concur that the recovery of costs related to distribution assets are appropriately
handled in a rate case.

Resolution No change is necessary.
1601(36) “System Benefits”

Issue NWE states that the definition of “System Benefits” is “vague and fails to specify who will
determine what specific costs qualify as System Benefits.” Staff responded that it believes that testimony on Sys-
tem Benefit charges will be taken in the Stranded Cost and Unbundled Tariff hearings that will commence in
August 1999, and that based on that testimony, the Commission will determine the specific costs to be included in
the System Benefits Charges in the Decisions rendered in those proceedings. Staff therefore believes that no change
to this definition is necessary.

TEP recommended that non-nuclear plant decommissioning costs be included in the System Benefits charge
because generating plants other than nuclear will also have decommissioning costs in the future. AEPCO, Duncan
and Graham supported and Commonwealth opposed TEP’s suggestion. Staff asserted that non-nuclear decommis-
sioning costs should not be included in System Benefits, for 2 reasons. First, nuclear decommissioning costs are
already being collected in rates, in part because nuclear utilities are required by the Nuclear Regulatory Commis-
sion to begin accumulating funds for decommissioning while the nuclear plants are operating. This is not the case
with non-nuclear facilities. Staff pointed out that in addition, nuclear decommissioning costs are of such a great
magnitude that it is reasonable to attempt to spread them over the operating life of the plant, but that it is unlikely
that the costs to decommission non-nuclear plants will be as large.

Analysis  We concur with Staff’s reasoning.
Resolution No change is necessary.
1601(40) “Utility Distribution Company”

Issue The Arizona State Association of Electrical Workers (“ASAEW”) urged the Commission to
insert the word “constructs” as part of the definition of a Utility Distribution Company so that the definition would
include an entity that “operates, construatsl maintains the distribution system . . . .” TEP also argued for the
inclusion of the word “constructs” in the definition because it will be the responsibility of the UDC to construct the
transmission and distribution systems to ensure consistent, safe and reliable service. Staff agrees that “construc-
tion” is an integral part of the provision of electrical distribution service, and recommends adoption of TEP and
ASAEW'’s recommendation.

Analysis  We concur with ASAEW, TEP and Staff. This is not a substantive change.
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Resolution: Add the word “constructs” after “operates” in the definition of “Utility Distribution Com-
pany.”
R14-2-1602 “Commencement of Competition”

Issue AEPCO proposed that statewide competition commence at the same time, subject to the phase-
in schedule in Section 1604. Commonwealth made a proposal that full competition commence immediately upon
the conclusion of the scheduled Stranded Cost/Unbundling proceeding. Staff believes that both proposals would
delay the commencement of competition until all the Stranded Cost/Unbundling proceedings are concluded, rather
than bringing the benefits of competition to the citizens of Arizona as quickly as possible at the conclusion of each
Affected Utility’s proceedings, and that further, phasing in competition under Section 1604 establishes a workable
timetable to implement competition to various customer classes. APS argued that at this date, the Commission
should not make additional adjustments to start dates or phase-in schedules.

Analysis We believe that the current timetable for bringing competition to the state is an expeditious and
achievable means of implementing competition.

Resolution No change is required.

R14-2-1603 “Certificates of Convenience and Necessity”

1603(A)

Issue AEPCO, Duncan and Graham proposed modifying the 3rd sentence of Section 1603(A) as follows:

A Utility Distribution Company providing Standard Offer Service or services authorized in R14-2ftéf3anu-
ary 1, 2001, need not apply for a Certificate of Convenience and Necessity.

Staff agreed with AEPCO that this change is needed to remedy the conflict between Sections 1603 and 1605 which
might result if one were to conclude that a distribution cooperative needs to acquire a new Certificate of Conve-
nience and Necessity (“CC&N?”) to provide competitive services pursuant to Section 1615.

Analysis ~ We concur that this clarification is needed. The change is not substantive.
Resolution Amend Section 1603(A) as recommended by AEPCO, Duncan, and Graham.

1603(B)

Issue Arizona Community Action Association (“ACAA”) proposes to insert new language in R14-2-
1603(B)(1). The new language would require the CC&N applicant to provide information as follows:

1. A description of the electric services which the applicant intends to offer; including a plan to enroll and
serve at least 15% of the total residential consumers eligible on October 1, 2000;

Staff responded that although it understands that ACAA's goal in making this proposal is to encourage an equitable
and robust market, this proposal directly conflicts with efforts to develop a competitive market that will attract the
maximum number of potential provider applicants. Staff further commented that if implemented, this proposal
might in fact discourage some competitors from entering the Arizona market, and therefore would not serve the
public interest.

Analysis  We agree with Staff that requiring competitive ESPs to provide services to the residential mar-
ket as a prerequisite to being allowed entry to the industrial and commercial markets may impede, rather than
encourage the development of a truly competitive market and therefore would not serve the public interest.

Resolution No change is necessary.
1603(B)(3-6)

Issue NWE recommended that Section 1603(B)(3), which requires the CC&N applicant to file a tar-
iff for each service to be provided, be modified in the following manner:

3. A tariff for each service to be provided that states-the-maximum—raterams and conditions that will
apply to the provision of the service.

NWE believes this change would be appropriate because Section 1611(A) deems market rates just and reasonable,
and market forces may cause an ESP’s rate to temporarily surpass its filed maximum rate. NWE requested that if
maximum rates must be filed with the Commission, the Commission should clarify that those maximum rates are
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deemed approved when the Commission grants a CC&N. NWE claims that items (4), (5), (6), and (8) relating to

CC&N application information concerning the applicant’s technical ability, financial capability, description of form

of ownership, and requiring any other information the Commission or Staff may request are vague and should be
deleted. Staff stated that Section 1603(B)(3)’s requirement that maximum rates be filed should remain intact
because it is necessary for the Commission to have this information in order to fulfill its constitutional responsibil-
ity to evaluate the service rates of public service utilities. Staff also stated that the information required in items (4),
(5), (6), and (8) are consistent with requirements for CC&Ns for other services regulated by the Commission, that
CC&N and certification authority is required not only by Commission rules but by HB2663, and that the specifics
of what the Commission means by technical capability, financial capability, and other information is obvious in the
CC&N application form.

Analysis  We concur with Staff. It is in the public interest to have maximum rates and the other informa-
tion included in the CC&N application as required by Section 1603(B)(3-6) and (8) for the Commission to evaluate
in the course of considering the CC&N application. Approval of a CC&N application that includes maximum rates
in the tariff required by Section 1603(B)(3) constitutes approval of those maximum rates, unless the Order approv-
ing the application conditions approval upon the filing of different maximum rates.

Resolution No change is required.
1603(B)(7)
Issue NWE suggested the following change:

7. An explanation of how_an applicant which is an affiliate of an Affected Uthiyapplieanrintends to
comply with the requirements of R14-2-1616, or a request for waiver or modification thereof with an accom-
panying justification for any such requested waiver or modification.

Staff agrees with NWE that Section 1603(B)(7) should be modified to reflect the fact that Section 1616 by its terms
applies only to Affected Utilities planning to provide Competitive Services through a competitive electric affiliate,
and that the applicant which is an affiliate of an Affected Utility should be required to provide a statement of
whether the Affected Utility has complied with the requirements of Section 1616. Staff therefore recommended
replacing Section 1603(B)(7) in its entirety with the following:

7. For an applicant which is an affiliate of an Affected Utility, a statement of whether the Affected Utility has
complied with the requirements of R14-2-1616, including the Commission Decision number approving the
Code of Conduct, where applicable.
Analysis  We concur with Staff. It is in the public interest for entities that are required to have an
approved Code of Conduct to be required to demonstrate compliance with this requirement as part of the certifica-
tion process. This modification is not substantive.

Resolution Modify Section 1603(B)(7) as recommended by Staff.
1603(E)

Issue NWE proposed to delete the entire Section concerning the requirement of the CC&N applicant
to provide notice of its application to each of the respective Affected Utilities, Utility Distribution Companies or an
electric utility not subject to the jurisdiction of the Commission in whose service territories it wishes to offer ser-
vice. NWE claims that this provision protects the Affected Ultilities’ market share and invites unfair business prac-
tices. Staff responded that proper notice is required for any CC&N application.

Analysis  This formal notice requirement is not unduly burdensome to new CC&N applicants, who, in
order to serve their customers, must establish a working relationship with the UDCs. It is in the public interest to
insure that the CC&N applicant provides proper notice.

Resolution No change is necessary.

1603(F)

Issue NWE proposes to delete this Section which states that the Commission may issue a CC&N for
a specific period of time. NWE feels this provision would add a further obstacle to market entry by some ESPs and
would deter some entrants from competing in Arizona. NWE feels that the necessary security provisions can be
efficiently achieved through an ESP Service Agreement in lieu of this provision. Staff responded that this Section is
necessary to provide the Commission with needed flexibility in certificating ESPs who have little or no experience,
and that an ESP certificated under this provision may apply for an extension of the effectiveness the CC&N.
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Analysiss  Instead of creating an obstacle to market entry by ESPs with little or no experience, this provi-
sion alows the Commission to provisionally certificate such companies, and thusis pro-competitive.

Resolution: No change is necessary.
1603(G)(2). (4). and (5)

Issue: NWE proposes to delete Sections 1603(G)(2), (4), and (5). According to NWE, Section
1603(G)(2) should be deleted because the technical and financial capabilities of an ESP can be controlled through
the ESP Service Agreement with the UDC, and that Section 1603(G)(4) should not be a precondition to certifica-
tion, as explained in NWE’s comment to Section 1603(I). NWE also opined that Section 1603(G)(5) is not neces-
sary. Staff stated that it would not be in the public interest to issue competitive retail electric CC&Ns without
explicitly addressing the public interest and consumer protection issues contained in these Sections.

Analysis  We concur with Staff.
Resolution No change is required.

1603(G)(7)

Issue ACAA proposed to insert a new Section 1603(G)(7) to provide an additional condition for the
Commission to deny certification to any CC&N applicant as follows:

7. Fails to provide a plan to enroll and serve residential consumers pursuant to R14-2-1603(B)(1).

ACAA makes this recommendation in conjunction with its proposed new language for Section 1603(B)(1) that
would require a CC&N applicant to provide a plan to enroll and serve at least 15% of the total residential consum-
ers eligible for competitive services on October 1, 2000. Staff stated that although ACAA suggested this Section to
help make the residential market an equitable and robust market, this proposal is too restrictive and may keep
potential service providers from viewing Arizona’s retail market as being entirely open to providers offering com-
petitive service to those customers they wish to initially target.

Analysis  We agree with Staff. Adopting the provision ACAA suggests could discourage potential com-
petitive ESP applicants who might find the associated costs prohibitive. Instead of leading to a more robust market,
this would actually lessen the chances of developing a truly competitive market. Adoption of this recommendation
would therefore not ultimately serve the public interest.

Resolution No change is necessary.

1603(1)(4)

Issue NWE recommends the following change to this Section:

The Electric Service Provider shall maintain on file with the Commission all current tariffs-and-any service

standards-that the-Commission-shall-require

NWE argues that the term “service standards” is not defined in the rules and the requirement in this Section does
not provide adequate notice of the requirements for remaining certificated in Arizona. Staff stated that it is in the
public interest for the Commission to require ESPs to file any service standards the Commission deems necessary
to serve its customers.

Analysis  We concur with Staff
Resolution No change is required.

1603(1)(6)

Issue NWE recommended deletion of Section 1603(1)(6), which conditions a CC&N on the ESP
obtaining all necessary permits and licenses including relevant tax licenses. NWE believes that the Commission
has no authority to police state-law permit and license requirements. Staff believes the item should remain in the
rule because it is in the public interest.

Analysis  We concur with Staff.
Resolution No change is necessary.

1603(1)(9)

ssue ACAA proposed to insert a new Section 1603(I)(9) that contains the following additional con-
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dition for an ESP to obtain a CC&N:

9. The Electric Service Provider shall comply with the provisions of R14-2-1603(B)(1) on or before Septem-
ber 1, 1999.

Staff disagreed with the propriety of this proposal because it is too restrictive and may keep potential service pro-

viders from viewing Arizona’s retail market as being entirely open to providers offering competitive service to
those customers they are targeting to serve, which could result in fewer competitors seeking to provide service in
Arizona.

Analysis  We concur with Staff.
Resolution No change is necessary.
Issue Navopache and Mohave recommended the addition of a new Section 1603(1)(9) as follows:

9. An Electric Service Provider certificated pursuant to this Article shall be subject to the jurisdiction of the
Arizona Corporation Commission.

Staff responded that because the Rules are specific in regard to which entities are governed by the competitive
retail electric rules, and HB2663 describes the CC&N jurisdictional authority of the Commission for public power
entities, this change is not necessary.

Analysis  We concur with Staff that this proposed amendment is unnecessary as it is addressed through-
out the Rules and by HB2663.

Resolution No change is necessary.

1603(K)

Issue NWE recommended deletion of Section 1603(K), which allows the Commission to require in
appropriate circumstances, as a precondition to certification, the procurement of a performance bond sufficient to
cover any advances or deposits the applicant may collect from its customers, or order that such advances or depos-
its be held in escrow or trust. NWE objected to this provision because the amount of the performance bond or
escrow can only be based on estimations before the ESP commences to do business in the state. Staff respondec
that a bond requirement is just 1 option the ESP has to address customer protection in the certification process, and
that this provision is needed to provide the Commission flexibility in having the CC&N applicant address customer
protection concerns prior to being certificated.

Analysis  We agree with Staff that Section 1603(K) provides the Commission with a means of protecting
consumers. The Commission has flexibility to adjust the amount of the performance bond, escrow or trust after the
ESP commences doing business. While it is true that the amount of the performance bond, escrow or trust must ini-
tially be based on estimates, the amount required, or indeed whether the bond, escrow or trust is required at all, is
an issue that the CC&N applicant is free to address in the proceedings on the application.

Resolution No change is necessary.
R14-2-1604 “Competitive Phases”

1604(A)

Issue Commonwealth and Tucson requested that the phase-in of load be eliminated, and that a “flash
cut” be substituted. Commonwealth stated that it wants to serve commercial loads of all sizes, but cannot because
this Section does not include smaller customers with loads less than 1 MW or who cannot aggregate 40 kW loads
into 1 MW during the phase-in to competition. Tucson stated that it desires to have its entire load served competi-
tively, but that it cannot because the phase-in rule precludes facilities less than 40 kW, which includes many City
premises, from obtaining Competitive Services. Tucson further stated that the original reason for the phase-in, to
limit the exposure of Affected Utilities to the technical problems that could result from a large number of customers
suddenly switching to competitive generation providers, is no longer valid because based on the experience in Cal-
ifornia, few customers are likely to initially participate in the competitive market. APS, AEPCO, Duncan and Gra-
ham opposed a flashcut. Staff agreed that a flash-cut would eliminate many of the inequities and other problems
associated with a phase-in, but noted that the current phase-in is much shorter than the one in the 1996 version of
the rules.

NWE commented that the rule is unclear in regard to aggregation of loads and the definition of “customer,”
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and recommended that the rule clarify that, if a single site is over IMW, all lesser sites for the same entity also
become eligible for competitive generation. NWE also noted that this Section does not allow any further aggrega-
tion once 20 percent of an Affected Utility's 1995 system peak demand is reached, although more 1 MW customers
could be allowed, and that this provision favors large ESPs that can provide incentives for aggregation at the earli-
est possible date while penalizing customers who might not be prepared to aggregate in the early phases of compe-
tition. Staff conceded that this Section currently does not require Affected Utilities to allow small commercial
customers to participate in the competitive market during the phase-in, but pointed out that all classes of customers
will be eligible by January 1, 2001. Staff stated that this Section makes clear that the eligibility of a customer’s load
isto be determined at a single premise, and that smaller loads at other premises for the same entity are not eligible.
Staff agreed with NWE that this Section as currently written appearsto favor 1 MW customers over aggregated 40
kWh customers, but that the intent of this Section was to give both groups of customers equal opportunity to partic-
ipate. Staff recommended that in order to clarify that IMW customers should not be favored over aggregated 40
kW customers, the sentence stating that additional aggregated customers must wait until 2001 to obtain competitive
service should be deleted.

TEP asserted that only customers with a1 MW minimum demand should be eligible for direct access under
Section 1604(A)(1) and (2), and that utilizing a single non-coincident peak has the consequence of expanding
direct access eligibility beyond 20 percent of TEP’s 1995 system retail peak demand, thereby excluding some cus-
tomers with loads in excess of LIMW. TEP also suggested that Section 1604 (A)(2) be modified to read that the 40
kWh criterion shall be met if the customer’s usage exceeds 16,500 kWh in any 6 months, instead of in any month,
in the event peak load data are not available. TEP believes that this would better characterize a customer whose
load usage is more consistently at least 40 MW or 16,500 kWh. Staff responded to TEP’s recommendations by stat-
ing that minimum demands should not be used to determine eligibility, which could exclude a customer because of
1 particular month having a lower demand than usual. Staff also disagreed with TEP’s proposal to change 1 month
to 6 months to determine eligibility of 40 kW customers because Staff believes there should be no increased restric-
tions on the eligibility of medium-size commercial customers.

In its responsive comments, TEP disagreed with Tucson regarding a flashcut and regarding the 40kW mini-
mum requirement for aggregation.

Analysis  We concur with Staff that TEP’s proposal to change 1 month to 6 months to determine eligibil-
ity of 40 kW customers should not be adopted.

We do not agree with Tucson that the phase-in should be eliminated based on California’s experience that a
only a limited number of customers are likely to initially participate in the competitive market. The current phase-
in schedule is not unreasonable and will allow the Affected Utilities to continue their current course of preparation
for the commencement of full competition.

We agree with Staff that deleting the last sentence of Section 1604(A)(2) would clarify that 1MW customers
should not be favored over aggregated 40 kW customers. This deletion is not substantive.

Resolution Delete the last sentence of Section 1604(A)(2). No other change is required.
1604(A)(2) and (4) and 1604(B)(6)

Issue In response to comments filed by ATDUG on June 23, 1999, and to the numerous oral com-
ments made at the public comment hearing on June 23, 1999, Staff proposed that these Sections be clarified regard-
ing the ability of customers to aggregate or self-aggregate their loads, subject to the phase-in percentage
limitations; and to clarify that eligible residential and nonresidential customers may be aggregated together. Staff
recommended modifying the 1st sentence of Section 1604(A)(2) as follows:

“During 1999 and 2000, an Affected Utility’s customers with single premise non-coincident peak load
demands of 40 kW or greater aggregated by an Electric Service Provider with other such customers or eligible
residential customerisito a combined load of 1 MW or greater within the Affected Utility's service territory

will be eligible for competitive electric services.”

Staff also recommended reinserting the following after “competitive electric services”:

“Self-Aggregation is also allowed pursuant to the minimum and combined load demands set forth in this
rule.”;

and adding the following sentence after the foregoing:
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“Customers choosing Self-Aggregation must purchase their electricity and related services from a certifi-
cated Electric Service Provider as provided for in these tules.

Staff recommended adding a new Section 1604(A)(4) as follows:

“Effective January 1, 2001, all Affected Utility customers irrespective of size will be eligible for Aggrega-
tion and Self-Aggregation. Those customers must purchase their electricity and related services from a certificated
Electric Service Provider as provided for in these rliles.

Staff also recommended a new Section 1604(B)(6) as follows:

“Aggregation or Self-Aggregation of residential customers is allowed subject to the limitations of the phase-
in percentages in this rule. Customers choosing Self-Aggregation must purchase their electricity and related ser-
vices from a certificated Electric Service Provider as provided for in thes€ rules

Staff believed that the above changes would help clarify the original intent of the Rules to require certifica-
tion of businesses that choose to provide Aggregation services, while also allowing customers to combine load
(“Self-Aggregation”) in a manner that will facilitate obtaining favorable competitive bids from ESP. Staff stated
that the practice of Self-Aggregation could cut costs to competitors by having the customers themselves perform
the functions of combining loads and developing purchase blocks.

ATDUG replied that some of Staff's proposed language additions to Section 1604 “are written as to regulate
the conduct of customers” and make it “appear that the Commission is trying to prevent retail electric customers
from buying power through aggregation or self-aggregation from Salt River Project and other legitimate electricity
suppliers that are not regulated by the Commission.” ATDUG suggested that the Sections in question be rewritten
S0 as to require ESPs to sell electricity to aggregated customers, instead of requiring that aggregated customers
must purchase their electricity from certificated ESPs.

Analysis  We agree with Staff’s recommended changes. However, as written, proposed Section 1604(A)
and Section 1604(B)(6) are redundant, as both state the requirement that customers choosing Self-Aggregation
must purchase electricity from a certificated provider. Consequently, we will adopt Staff’s recommendation, with
the exception of the 2nd sentence in newly proposed Section 1604(B)(6). We do not agree that these changes will
have the effect that ATDUG suggests, because in order to ensure system reliability and consumer protection, all
ESPs providing competitive retail electric services in the service territories of the Affected Utilities must be certifi-
cated by the Commission. Further, we do not believe that requiring ESPs to provide designated services to desig-
nated customers would encourage competition.

The changes merely clarify the original intent of the Rules and are not substantive.

Resolution Modify Sections 1604(A)(2) and (4), and Section 1604(B)(6) as recommended by Staff, with
the exception of the 2nd sentence of Staff's proposed Section 1604(B)(6) which is redundant.

1604(B)

Issue NWE suggested that the proposed limitations on residential participation will make the resi-
dential market unattractive to potential ESPs, but NWE did not make a specific recommendation other than that the
Section should be “entirely revised.” ACAA proposed that the minimum percentages for participation of residential
customers be increased. Commonwealth believes that it should not have to obtain a customer list from its compet-
ing utility in order to market its services, and that the waiting list of interested residential customers should be dis-
tributed to all ESPs. Staff responded that the percentage increases ACAA proposed are probably too small to have
a major impact on participation of residential customers. Staff stated that any lists of interested customers should be
readily available to ESPs if the customers have given permission for their names and other information to be
released, and stated that this Section does not preclude availability of such lists.

Analysis  We concur with Staff. This Section should be clarified with respect to the release of customer
lists to ESPs. Such modification is not substantive.

Resolution Add the following to Section 1604(B)(2) after “manage the residential phase-in program”:

“, which list shall promptly be made available to any certificated Load-Serving ESP upon’request

1604(C)

Issue APS recommended that the words “such as” replace “including” when referring to rate reduc-
tions in this Section in order to clarify that this Section does not require a rate reduction. NWE commented that a
mandatory rate reduction would be anti-competitive unless applied to all customers and that information about a
rate reduction must be made available before competition begins.
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Analysis.  This Section as written does not require a rate reduction.
Resolution: No change is necessary.
R14-2-1605 “Competitive Services”

Issue Section 1605 requires a CC&N for all competitive services. AEPCO, Duncan, Graham, Trico,
Navopache, and Mohave (collectively, “Cooperatives”) argue that this requirement conflicts with Section 1615(C),
which allows distribution cooperatives to provide Competitive Services within their distribution service territories
after January 1, 2001. The Cooperatives believe that it was not the intent of Section 1615(C) to require them to
obtain a CC&N in order to provide competitive services within their distribution service territories. Staff agreed
with these comments, and recommended the following addition to Section 1605:

“Except as provided in R14-2-1615(@pmpetitive Services shall require a Certificate of Convenience and
Necessity and a tariff as described in R14-2-1603.”
Analysis  We concur with the Cooperatives and Staff that this Section should be modified to clarify that
the Cooperatives do not have to apply for a CC&N to provide Competitive Services within their distribution ser-
vice territories. Such modification adds clarity and is not substantive.

Resolution Revise Section 1605(C) as recommended by Staff.
R14-2-1606 - Services Required to be Made Available

1606(A)

Issue APS proposed that a sentence be added to state that a UDC, at its option, may provide Standard
Offer Service to customers whose annual usage is more than 100,000 kwh. Navopache and Mohave proposed addi-
tional language to state that the UDC shall offer Standard Offer Service to the larger customers if the tariff covers
the cost of providing the service and that the UDC could seek Commission approval for additional rate schedules to
provide such service. Commonwealth suggested that ESPs be allowed to bid on services furnished to Standard
Offer customers. Staff stated that the Rules already allow UDCs to provide Standard Offer Service to customers
with usage greater than 100,000 kWh, but UDCs will not be Providers of Last Resort for those customers, and that
because the Commission has determined that Standard Offer Service is a Noncompetitive Service, ESPs cannot bid
on Standard Offer Service.

Analysis  UDCs may offer Standard Offer Service to any customer, but as Staff pointed out, are not
required to offer Standard Offer Service to customers whose annual usage exceeds 100,000 kWh. Competitive bid-
ding on Provider of Last Resort services is not currently contemplated in the Rules, but the Commission may con-
sider implementing such a process in the future when the competitive generation market has developed.

Resolution No change is necessary at this time.

1606(B)

Issue Commonwealth proposed that power for Standard Offer Service be acquired through a compet-
itive bid process instead of through the “open market.” In addition, Commonwealth proposed that cooperatives not
be excluded from the requirement of this Section. Tucson feels that the meaning of “open market” is not clear and
proposed that power for Standard Offer Service be acquired “through a competitive procurement with prudent
management of market risks, including management of price fluctuations.” TEP proposed that a purchased power
adjustment mechanism should be allowed as a means for UDCs to recover costs of procuring power for Standard
Offer Service. Staff agreed with Commonwealth and Tucson that power for Standard Office Service should be
acquired through competitive bidding, and agreed with Tucson’s proposed language. Staff opposed the use of a pur-
chased power adjustment mechanism because it would reduce the incentive for the utility to obtain reliable power
sources at reasonable rates. Staff recommended that the following sentence be added to Section 1606(B):

“Standard Offer Service power shall be acquired through a competitive procurement with prudent management
of market risks, including management of price fluctuations

Staff further recommended that if the Commission does not adopt a competitive bid process, then the term “open
market” should be defined in the Rules.

Analysis  There appears to be some confusion concerning the meaning of the term “open market.” We do
not wish to impose the constraints on energy procurement that would be associated with a competitive bid process.
Consequently, we will modify Section 1606(B) to clarify the term “open market”. Our clarification is not substan-
tive.
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Resolution: Revise Section 1606(B) by replacing “open market” with “an open, fair and arms-length trans-
action with prudent management of market risks, including management of price fluctuations.”

1606(C)

Issue Navopache and Mohave proposed adding language to Section 1606(C)(2) which would pro-
vide an exception to the requirement that Standard Offer Service be unbundled when wholesale power supplies are
obtained on a bundled basis. Trico made a similar comment. APS recommended that the prohibition of “contracts
with term” in Section 1606(C)(6) be deleted or at least limited to customers whose annual usage is 100,000 kWh or
less because the prohibition restricts customer options and imposes burdens on the UDC when large customers
leave from or return to Standard Offer Service. Commonwealth suggested that UDCs be prohibited from offering
any discount, special contract, or unique tariff to any particular customer, as these services would in effect consti-
tute Competitive Services. Commonwealth also opposed Trico’s proposal because it would prevent potential cus-
tomers and competitors from easily calculating Commonwealth’s proposed “Generation Shopping Credit.”

APS also recommended that an Affected Utility be allowed to submit for Commission approval a plan for
unbundling Standard Offer Service that varies from the requirements of this Section. Commonwealth vigorously
opposed APS’ suggestion that the utility develop its own unbundling and billing plan because a unified billing for-
mat should be available to all customers. Commonwealth proposed addition of the new definition “Generation
Shopping Credit” to Section 1601 and a new provision 1606(C)(3) to require that the “Generation Shopping
Credit” appear on the bills of those customers who opt for competitive generation as follows:

“Simultaneously with the start date for the implementation of retail choice, each Affected Utility shall provide

a Generation Shopping Credit on the bill of each retail customer of an Affected Utility that chooses to purchase
its electric generation service from an entity other than the Affected Utility that provides its distribution ser-
vice. The Generation Shopping Credit shall be based on the Affected Utility’s full cost to provide retail electric
generation service to each customer class, including but not limited to the cost of energy, capacity, ancillary
services, Must-Run Generating Units, all relevant taxes, reserves, transmission service (or the applicable inde-
pendent system administrator or independent systems operator), marketing, administration and general costs,
and the applicable rate of return on the energy, capacity, ancillary services, reserves, Must-Run Generating
Units, marketing, administrative and general costs. The Commission shall determine the appropriate level of
Generation Shopping Credits for each Affected Utility.

Commonwealth proposed the following definition be added to Section 1601:

“Generation Shopping Credit’ means the bill credit that will be afforded to each customer of an Affected Util-

ity that chooses to purchase its electric generation service from an entity other than the Affected Utility that
provides its distribution service.

Commonwealth also proposed that 1606(C)(2)(a)(1) and 1612(N)(1)(a) be amended to read: “Generation Shopping
Credit”, and that Must-Run Generating Units should be deleted from 1606(C)(2)(a)(3) as that cost component
should be part of the Generation Shopping Credit.

Staff argued that when possible, unbundled elements need to be standard across companies so that compari-
sons can be made, and that APS’ suggested changes to Section 1606(C)(2) are unnecessary because an Affecte
Utility can file for Commission approval of a waiver, if necessary. Staff stated that the intent of Section 1606(C)(6)
is to prohibit tariffs for Standard Offer Service that prevent customers from accessing a competitive option, and
believes that the prohibition against “contracts with term” is consistent with that intent. Staff stated that this Section
should be made consistent with Section 1612(N), which identifies billing elements. Staff also stated that ancillary
services should be identified as either variable costs or fixed costs. Staff therefore recommended that Section
1606(C)(2) be amended as follows:

“a. Electricity:
(1). Generation including Ancillary Services (variable costs)
(2) Competition Transition Charge
(3) Must-Run Generating Units

b. Delivery:
(1) Distribution services
(2) Transmission services
(3) Ancillary Services (fixed costs)

c. Other:
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(1) Metering Service
(2) Meter Reading Service
(3) Billing and collection

d. System Benefits”

Staff also recommended that the date in Section 1606(C)(6) be made consistent with dates appearing else-
where in the Rules.

In its responsive comments, Commonwealth stated that it is unclear what Staff means by “variable” ancillary
services which are part of generation costs and “fixed” ancillary services, which are included in delivery costs.
Commonwealth contended that all ancillary services relating to generation, both variable and fixed, should be
included in the computation of the “Generation Shopping Credit.” Commonwealth argued that under its proposal,
the distinction between a fixed and variable ancillary service would not be a pathway for cost shifting from genera-
tion to delivery charges. Commonwealth recommended that all ancillary services be included in both the Standard
Offer Service tariff provision (Section 1606(C)(2)) and the Billing provision (Section 1612(N)), under “Generation
Shopping Credit.” APS argued that because FERC classifies all ancillary services as transmission related costs,
they should be included in the “delivery” category of unbundled bills. APS contended that to modify Section
1606(C) as Staff proposed would be confusing and an unnecessary complication.

In its responsive written comments, NWE proposed the following changes to Section 1606(C)(2):

1. Standard offer tariffs shall include the following elements, each of which shall be clearly unbundled and identified
in the filed tariffs

a Eleetricity Competitive Services
(1) Generation, which shall include all transaction costs and line losses
(2) Competition Transition Charge, which shall include recovery of generation related regulatory assets

(3) MustRun-Generating-Unitseneration-related billing and collection

(4) Transmission Services
(5) Metering services
(6) Meter reading service
(7) Optional Ancillary Services, which shall include spinning reserve service, supplemental reserve service,
~ reqgulation and frequency response service, and energy imbalance service
b. DelivernrNon-Competitive Services
(1) Distfibution services
(2) Transmission services
62) RequiredAncillary services, which shall include scheduling, system control and dispatch service, and
reactive supply and voltage control from generation sources service
(3) Use of generating units for must-run purposes
(4) System Benefit Charges
(5) Distribution-related billing and collection

these unbundled elements of the standard offer prlce shaII be cIearIy |dent|f|ed on each custo mer bill.

Analysis Standard Offer Service tariffs must be unbundled in a manner that permits a meaningful comparison for
consumers but not be cost prohibitive. Section 1606(C)(4) provides that unbundled Standard Offer Service tariffs
be cost-based. If an entity is not able to comply with the unbundling provisions, it may seek a waiver after notice
and a hearing.

For the most part, NWE’ s proposal concerning unbundled Standard Offer Service appears reasonable and
appropriately categorizes the various elements. NWE's proposed unbundled tariff elements present the existing cat-
egories in a logical manner and recognize that Ancillary Services may be either generation- or transmission—
related. The Rule provides that the Commission must approve all Standard Offer Service tariffs, and it is through
the approval process that the Affected Utility must demonstrate that costs are appropriately allocated. The process
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of unbundling tariff elements with Commission oversight and after public hearing, should aleviate Common-
wealth’s concerns that costs may be unfairly shifted from generation to transmission.

We believe, however, that the last sentence in NWE’s proposal requiring that each of the unbundled ele-
ments shall be identified on the customer bill is more appropriately addressed in Section 1613(K) regarding billing
elements. While we agree that customer bills for Standard Offer Service must reflect all of the unbundled elements,
we do not believe that the bill format must exactly parallel the detail of the tariff because of the potential confusion
for consumers. As long as all bill formats are identical for all providers, and billing elements reflect the same
underlying costs to permit comparisons, bills should be as simple as possible to read while providing the consumer
with adequate information to make informed choices.

Our modification provides additional guidance and detail into how tariffs should be unbundled, but it does
not substantively alter the original provision that requires unbundled tariffs.

Resolution Replace “After January 2, 2001” with “Beginning January 1, 2001". Modify 1606(C)(2) as fol-
lows:

2. Standard Offer Service tariffs shall include the following elements, each of which shall be clearly unbundled
and identified in the filed tariffs
. Competitive Servic&eetricity.
(1) Generation, which shall include all transaction costs and line losses;
(2) Competition Transition Charge, which shall include recovery of generation related regulatory assets;
(3) Generation-related billing and collectiddgst-Runr-Generating-Units
(4) Transmission Services;
(5) Metering Services;
(6) Meter Reading Services; and
(7) Optional Ancillary Services, which shall include spinning reserve service, supplemental reserve, regula-
tion and frequency response service, and energy imbalance service.
b. Non-Competitive Service®elivery
(1) Distribution services;
(2) Required Ancillary services, which shall include scheduling, system control and dispatch service, and
reactive supply and voltage control from generation sources seFvgesmission-services

(3) Must-Run Generating Unitsneiltary-serviees
(4) System Benefit Charges: and

(5) Distribution-related billing and collection.

e of clearly

Issue Staff recommended that Section 1606(C)(6) be modified to allow “economic development tar-
iffs that clearly mitigate stranded costs” to be included in Standard Offer Service. AECC urged the Commission to
broaden the definition of Economic Development Tariff to provide discounted tariffs to businesses for whom a dis-
counted tariff would provide an economic benefit that would be in the public interest and ensure continued avail-
ability of jobs for Arizona citizens. At the public comment sessions, consumer and low-income groups expressed
reservations about whether the implementation of such “Economic Development Tariffs” would be equitable.
Commonwealth believes Staff's proposal merges the “wires” business with the “generation” business and retains
the monopoly configuration of a utility. Commonwealth opposes utility generation discounts or any other special
deals that drive up the distribution charges for all customers.

Analysis At the present time there is insufficient evidence in the record to adopt the proposed “Eco-
nomic Development Tariff” over the concerns and reservations expressed by representatives of captive Standard
Offer Service ratepayers. It appears that if this tariff were allowed, it would be Standard Offer Service ratepayers
who would be subsidizing this economic development program. We are therefore reluctant to implement such a
program without the guidance of a cost-benefit analysis, and none was presented in the record to support this pro-
posal. Furthermore, the benefits this proposal seeks to accord should come as a natural consequence of a competi-
tion, with competitive rates becoming available to businesses. Indeed, approval of such a tariff for UDCs could
thwart the growth of competition in the generation market and thereby actually have an anticompetitive result.
Absent the showing of any evidence to the contrary, we find that the proposed “Economic Development Tariff” is
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neither necessary nor beneficial at this time and consequently, we decline to revise Section 1606(C) as proposed by
Staff.

Resolution: No change is necessary.

1606(D)

Issue: Trico recommended that the Unbundled Service tariff not include a Noncompetitive Service
tariff, but that instead, 2 separate tariffs should be filed. Staff responded that the Unbundled Service tariff should
reflect all components of services available, and that it will be less confusing to al parties if Noncompetitive Ser-
vices are included in the Unbundled Service tariff rather than filing 2 separate tariffs.

In its responsive comments NWE recommended adding the following modification to Section 1606(D):

D. ByJuhy-1-1999, By the effective date of these rules, or pursuant to Commission Order, whichever occurs
first, each Affected Utility or Utility Distribution Company shall file an Unbundled Service tariff which shall
include a Noncompetitive Services tariff. The Unbundled Service tariff shall calculate the items listed in
1606(C)(2)(b) on the same basis as those items are calculated in the Standard Offer tariff.

Analysis  NWE's recommended modifications add clarity and should be adopted. The proposed modifi-
cation is not substantive.

Resolution Modify Section 1606(D) as recommended by NWE.
1606(G)

Issue Commonwealth proposed that oral authorization, subject to 3rd party verification, be allowed
for the release of customer data. NWE commented that the customer should be able to give the data to whomever
the customer wants, but did not suggest a change to the Section. Staff believes it is important that customer infor-
mation not be released without written consent from the customer, because written authorization minimizes the
possibility of 3rd parties receiving customer information without customer consent. The AZCC, in public com-
ments, opposed oral third-party verification, stating that it hasn’t been of benefit to residential consumers of tele-
phone service.

Analysis  Because customer data belongs to the customer, we agree with NWE that the customer should
be able to give the data to whomever the customer wants. For the reasons given by Staff, however, it is important
that customer information not be released without the customer’s written authorization. The required written autho-
rization to switch providers as required by Section 1612(C) can also specify the customer’s consent for the release
of the customer’s demand and energy data. For the reasons explained below under Section 1612(C), we are not
convinced at this time that permitting oral authorization for the release of customer data with 3rd party verification
should be allowed.

Resolution No change is necessary at this time.

1606(H)

Issue Section 1606(H)(2) provides that rates for Competitive Services and for Noncompetitive Ser-
vices shall reflect the costs of providing the services. Trico suggested amending Section 1606(H)(2) to clarify that
cost has nothing to do with competitive rates. Trico also suggested amending Section 1606(H)(3) to clarify that
flexible rates are limited to Competitive Services. Trico further stated that Sections 1606(H)(2) and (H)(3) discrim-
inate between UDCs and ESPs. Staff asserted that it is unreasonably restrictive to limit flexible pricing to Compet-
itive Services. Staff noted that adjuster mechanisms, which are commonly used in monopoly regulation, are a form
of flexible pricing, with the maximum rates subject to Commission approval. Staff stated that because Section
1606(H) by its terms applies to both Competitive and Noncompetitive Services, there is no discrimination.

Analysis  We concur with Staff. Competitive tariffs are required to state a maximum rate, and the mini-
mum rate cannot be below marginal cost. Accordingly, competitive rates are clearly related to cost. Section
1606(H)(3) allows downwardly flexible pricing if the tariff is approved by the Commission. This approval process
provides a forum in which Trico may address any particular concerns.

Resolution No change is necessary.
R14-2-1607 — Recovery of Stranded Cost of Affected Utilities

1607(A)
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Issue: TEP urged the Commission to delete the reference to “expanding wholesale or retail markets
or offering a wider scope of permitted regulated utility services for profit, among others” as a mechanism for miti-
gating Stranded Cost. TEP believes that most, if not all, new products and services will develop in the unregulated,
competitive market, and because the profits therefrom will be unregulated, the Commission will not require those
profits to be used to offset Affected Ultilities’ Stranded Cost. APS contends that the definition of “Competitive Ser-
vices” in Section 1601 “all but eliminates the possibility of an Affected Ultility offering such additional services” as
are referred to in this Section. Staff concurs with the resolution of this issue in Decision No. 61634 when TEP’s
argument was not adopted, and believes that TEP’s concern was adequately addressed in our earlier revision to this
provision.

Analysis  This provision requires the Affected Utilities to take every reasonable, cost-effective measure
to mitigate or offset Stranded Cost. It does not, however, mandate any particular method for doing so. We agree
with APS that the definition of “Competitive Services” precludes the Affected Utilities from offering those com-
petitive services that their competitive affiliates may offer for profit. We also agree with TEP that unsubsidized
profits from the activities of competitive affiliates of Affected Utilities will not be required to offset Affected Utili-
ties’ Stranded Cost. However, we do not believe that the inclusion in this Section of various options for mitigating
Stranded Cost disadvantages the UDCs.

Resolution No change is required.

1607(B)

Issue Trico asked the Commission to insert the word “all” before “unmitigated Stranded Costs” to
clarify that Affected Ultilities are entitled to recover all of their unmitigated Stranded Costs.

Analysis  This issue was raised and rejected in earlier revisions of the Rules. We stand by our earlier
decision to reject this argument. We believe that the inclusion of the word “all” may infer that Affected Utilities are
entitled to recover all Stranded Costs in all circumstances.

Resolution No change is required.

1607(C)

Issue Trico recommended that, after competition has been implemented, Affected Utilities be
required to file on an annual basis the amount of the actual unmitigated distribution Stranded Cost incurred. Staff
responded that although distribution electric public service corporations may experience distribution Stranded Cost
from competition, due to the difficulty in calculating such Stranded Cost prior to competition, it would be more
appropriate to deal with those costs in rate cases for distribution electric public service corporations.

Analysis  We concur with Staff that there is no need for distribution electric public service corporations
to make a distribution-related Stranded Cost filing with the Commission outside the confines of a rate case.

Resolution No change is required.

1607(F-G)

Issue TEP urged the Commission to remove the exclusion of self-generated power from the calcula-
tion of recovery of Stranded Cost from a customer. TEP believes that this Section as written will increase uneco-
nomic self-generation while increasing cost burdens on customers who purchase their power in the competitive
marketplace. Staff disagreed with TEP that this Section will create significant problems, noting that although self-
generation has been an option for customers even prior to competition, significant problems of cost-shifting have

not developed. TEP also requested adding the following language to the end of Section 1607(G):

“Subject to Commission approval, neither Section F or G of this Rule shall preclude an Affected Utility from
implementing stand-by tariffs that recover appropriate stranded costs or from providing other opportunities to
recover such resultant stranded cdsts.

TEP argued this language is necessary to allow an Affected Utility, with Commission approval, to imple-
ment stand-by tariffs or other mechanisms to recover Stranded Costs in the event there are Stranded Cost recovery
shortfalls resulting from conditions completely outside the control of the Affected Utility. Staff opposed TEP'’s pro-
posal, characterizing it as transforming an opportunity to recover Stranded Costs into a guarantee of recovery. In
public comments, TEP explained that it wishes for customers who self-generate, but will be taking back-up service
from TEP, to come under a maintenance and backup tariff, which would include some Stranded Cost recovery. In
the event self-generation raises a UDC's distribution costs, such increase is appropriately addressed in the context
of a rate case.
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Analysiss  We concur with Staff that TEP's recommended language is not necessary. Sections 1607(F)
and (G) do not preclude an Affected Utility from filing tariffs that apply to maintenance and backup customers who
may self-generate but will remain connected to the system in order to receive backup power. It is reasonable for
such customers to pay a CTC based on the amount of generation purchased from any Load-Serving Entity.

Resolution No change is required.
R14-2-1609 — Transmission and Distribution Access

Issue NWE suggested numerous language changes throughout this Section to emphasize that an
Independent System Operator (“ISO”) will be “regional” in form and that the Arizona Independent Scheduling
Administrator (“AISA”) is an “interim” organization. Staff responded that because Section 1609(F) adequately
describes the support of an ISO being regional and the intent to transition from the AISA to an ISO, NWE's sug-
gested addition of the descriptive terms “regional” and “interim” in the numerous locations throughout this Section
would be redundant.

Analysis  NWE's concerns are adequately addressed by Section 1609(F).

Resolution No change is necessary.

1609(B)

Issue Navopache, Mohave, Trico, and APS contended that UDCs should not be required to ensure
that adequate transmission import capability is available to meet the load requirements of all distribution customers
within their service areas. Trico contended that such a requirement should apply only to customers receiving Stan-
dard Offer Service from the UDC. Navopache and Mohave contended that the Section as written places an obliga-
tion with the UDC but fails to address cost and revenue responsibility. AEPCO, Duncan and Graham supported the
modification or deletion of Section 1609(B). Navopache, Mohave and APS question Commission jurisdictional
authority to regulate a FERC jurisdictional transmission issue. As a solution, Navopache and Mohave suggested
replacing the words “transmission import” with “distribution.” APS suggested deletion of this Section altogether
because it “arguably extends to extra-high voltage (“EHV”) and other FERC-regulated transmission systems as
well.” APS further contended that a rule requiring UDCs to ensure adequate EHV transmission import capability
could eliminate or mask market forces that rightly drive plant-siting decisions by new market entrants or merchant
generators.

ATDUG suggested that additional clarity would result from the substitution of the words “transmission and
distribution import, export, and local operation”, for the words “transmission import” noting this would require a
UDC to construct facilities to accommodate load growth. ATDUG noted that facilities subject to FERC jurisdiction
would have regulations in place to determine available transfer capability (“ATC") and assigned costs for increased
system transfer requirements, but that this Section is silent as to how these issues will be faced for facilities subject
to Commission jurisdiction. ATDUG contended that additional safeguards are required to guarantee that ATC cal-
culations are not used as a shield against competition.

Staff responded that the advent of electric retail competition does not remove, eliminate or diminish the obli-
gation of UDCs to ensure reliable delivery of distribution service to all retail customers and that this obligation
does not extend exclusively to only Standard Offer Service customers, because the UDC is the Provider of Last
Resort for competitive retail consumers as well. Staff stated that because the ability of a UDC to meet this obliga-
tion depends upon the adequacy of its distribution system, local generation and its interconnections with the bulk
transmission system, this Section’s reference to transmission import capability is proper.

Staff also pointed out that because the cost of distribution system improvements is recovered via the UDC'’s
distribution delivery charge, ensuring that such system adequacies are achieved does not imply that the UDC must
absorb the full cost for required system improvements, and that transmission providers recover transmission system
improvement costs via a transmission delivery charge. Staff stated that although such charges may be regulated by
different jurisdictional authorities, adequate system delivery obligation remains a composite responsibility of the
UDC and its interconnected transmission providers.

For those reasons, Staff did not agree with suggestions to delete this Section or eliminate use of the words
“transmission import” therein. Staff did note, however, that the current rule fails to speak to the obligation of the
UDC to provide an adequate distribution system as well as transmission capabilities, and recommended that this
Section be amended to read as follows:

“Utility Distribution Companies shall retain the obligation to assure that adequate transmission import capability
and distribution system capacityavailable to meet the load requirements of all distribution customers within their
services areas.”

October 22, 1999 Page 3957 Volume 5, Issue #43



Arizona Administrative Register
Notices of Exempt Rulemaking

Analysiss  We concur with Staff that the advent of electric retail competition does not remove, eliminate
or diminish the obligation of UDCs to ensure reliable distribution service to all retail customers, and not exclu-
sively to Standard Offer Service customers. Because the ability of a UDC to meet this obligation depends upon the
adequacy of its distribution system, local generation, and interconnections with the bulk transmission system, this
Section'’s reference to transmission import capability does not exceed the Commission'’s jurisdiction. As in the past,
the cost of distribution system improvements are recoverable via the UDC'’s distribution delivery charge, and trans-
mission providers can recover transmission system improvement costs via transmission delivery charges.

We will adopt Staff's recommended modification. We will not delete this Section as requested by APS, or
eliminate the use of the words “transmission import” as suggested by Navopache and Mohave, because the Com-
mission has the authority and the obligation to mandate that all distribution ratepayers in UDC service territories
have access to generation provided by the certificated ESP of their choice. However, we agree that distribution
issues are closely tied to transmission issues, and that ideally market forces, and not UDC decisions, should drive
plant-siting decisions by new market entrants or merchant generators. We will therefore modify this Section to
indicate that eventually, the obligation to assure adequate transmission import capabilities should rest with the 1SO,
or in the event the ISO does not become operational, by default with the AISA. Our modifications do not substan-
tively modify this Section.

Resolution Modify this Section as follows:

“Until such time that the transmission planning process mandated by R14-2-1609(D)(5) is fully implemented,
or until such time that a FERC-approved and operational Independent System Operator assumes the obliga-
tions of the AISA as is contemplated by R14-2-1609()ity Distribution Companies shall retain the obliga-

tion to assure that adequate transmission import capability is available to meet the load requirements of all
distribution customers within their services areas. Utility Distribution Companies shall retain the obligation to
assure that adequate distribution system cap#cdyailable to meet the load requirements of all distribution
customers within their services areas.”

1609(D)

Issue TEP proposed that transmission-owning Affected Utilities’ participation in AISA formation be
made optional instead of mandatory, and that the resulting optional-participation AISA should be given the latitude
to determine whether the functional characteristics of the AISA contemplated by this Section are “appropriate.” To
this end, TEP suggested that, because the AISA should determine what functions it must carry out as circumstances
change over time, the word “shall” should be replaced with the word “may” throughout this Section. NWE pro-
posed revised language that would limit the AISA role to that of a monitor or auditor without developing and oper-
ating an overarching statewide Open Access Same-Time Information System (“OASIS”). APS stated that the AISA
should be limited to verifying rather than calculating the Available Transmission Capacity (“ATC”) for Arizona
transmission facilities. Staff responded that the functional characteristics outlined for the AISA in this Section
describe what is required to assure nondiscriminatory retail access in a robust and efficient electricity market, and
that reducing or changing such functional characteristics could jeopardize the effective achievement of a fair and
nondiscriminatory retail market. Staff further stated that by filing with FERC, the AISA will become a regulated
entity that cannot indiscriminately change its functionality.

Staff explained that 2 stages of development are envisioned for AISA: an initial implementation and an ulti-
mate implementation, and that the ultimate implementation includes an overarching statewide OASIS that will pro-
vide AISA with the technical ability to take an active role in the calculation and allocation of the ATC for the
Arizona transmission system. Staff explained that this Section by necessity defines a fully developed AISA provid-
ing the necessary functional requirements in the absence of an 1SO, and that the pace of ISO implementation will
dictate to what extent the AISA becomes fully developed before handing over its responsibilities and functions to
the regional ISO as contemplated by Section 1609(F). Staff therefore believes that the language changes suggested
by TEP and NWE are not appropriate.

Analysis It is essential that the Rules assure, in the event of any delay in the implementation of the
planned regional 1SO, the fair and nondiscriminatory transmission access that is essential to the development of a
robust and efficient electricity market. We agree with Staff’s characterization of the 2 stages of implementation of
the AISA, and that this Section should remain in place as written. The role of the AISA should not be limited at this
time in reliance on the planned regional ISO, which has as yet has not been officially formed and is awaiting FERC
approval.

Resolution No change is necessary.
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1609(D)(5)

Issue: APS and TEP contend that the transmission planning function required of AISA by this Sec-
tion is unnecessary, duplicates the efforts of the Southwest Regional Transmission Association (“SWRTA”) and the
Western States Coordinating Council (“WSCC"), and should be deleted. Staff stated that Affected Utilities histori-
cally assumed the responsibility to plan transmission expansion requirements, and that although SWRTA and
WSCC do study the interconnected EHV transmission system’s capability to perform reliably under various fore-
cast operating conditions, the transmission system analysis functions currently performed by SWRTA and WSCC
do not consider transmission alternatives to solve local transmission problems. Staff further stated that it should not
be assumed that the transmission planning function accompanying a regional 1ISO will address the transmission
interface with local UDC distribution systems. Staff agreed with APS’ and TEP’s assessment that because Section
1609(B) places that obligation with the UDC and its transmission providers, AISA implementation of a transmis-
sion planning process as required by Section 1609(D)(5) would be redundant and unnecessary. Staff therefore rec-
ommended that this Section be deleted.

Analysis  Due to our modification of Section 1609(B), this Section is not redundant, but is essential to
assure that the transmission interface with local UDC distribution systems is addressed. Otherwise, we concur with
Staff.

Resolution No change is necessary.

1609(E)

Issue APS contended that because APS has already filed a proposed AISA implementation plan on
behalf of itself, AEPCO, TEP, and Citizens, Section 1609(E) is moot and should be deleted. NWE recommended
inclusion of language in Section 1609(E) to require a proposed schedule for the phased development of a regional
ISO. Staff agreed that a proposed schedule for the staged development of the AISA and its transition to a regional
ISO is needed, and that the AISA implementation plan should be updated and re-filed with the Commission follow-
ing final adoption of these rules, and recommended the following language changes to Section 1609(E):

“... the schedule for the phased development of Arizona Independent Scheduling Administrator functionality and
proposed transition to a regional 1ISQ”

Analysis We concur with Staff’'s recommendation. This modification is not substantive.

Resolution Make the changes to Section 1609(E) as suggested by Staff to require a proposed regional ISO
transition schedule in the AISA implementation plan.

1609(F)

Issue Tucson expressed doubts as to the necessity of a regional 1SO, which Tucson states may be
more expensive than originally anticipated, and therefore recommended deletion of Section 1609(F).

Analysis  Section 1609(F) directs the Affected Utilities to make good-faith efforts to develop a regional
ISO. The FERC has provided guidelines for ISO formation to ensure nondiscriminatory access to the transmission
grid. Section 1609(C) expresses the Commission’s support for a regional ISO. We do not believe that this provision
as written overly burdens the Affected Utilities, nor does it mandate the creation of an ISO if it is not economically
feasible to do so.

Resolution No change is required.

1609(G)

Issue APS wanted assurances that the Commission “will” authorize Affected Ultilities to recover
costs for establishing and operating the AISA or regional 1ISO if FERC fails to do so within 90 days of application
with FERC. Staff recognized that the cost of organizing and implementing AISA and Desert STAR has been par-
tially assumed by Arizona’s Affected Utilities, and that their timely recovery of such costs is a reasonable expecta-
tion. Staff stated, however, that this Section already accommodates such a cost recovery and therefore did not
support wording changes in Section 1609(G).

Analysis  We concur with Staff.
Resolution No change is necessary.

1609(1)

Issue NWE recommended removal of language requiring AISA development of protocols for pric-
ing and availability of Must-Run Generating Units, their presentation to the Commission for review and approval
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prior to filing with FERC, provision of such services by UDCs, and recovery of such fixed-costs via a regulated

charge that is part of the distribution service charge. APS opposed NWE’s proposal. Staff recommended that this
Section should be left intact, as the AISA is developing such protocols and is proceeding to comply with this Sec-
tion as it is written.

Analysis  NWE’'s comments do not provide the basis upon which its proposed changes are premised, and
do not suggest an alternative method of developing protocols for the availability of services from Must-Run Gener-
ating Units. Generation from Must-Run Generating Units is essential to maintain system reliability, and should
therefore remain a Noncompetitive Service. Must-Run Generating Units should operate on a regulated cost-of-ser-
vice basis.

Resolution No change is necessary.

1609(J)

Issue APS suggested deletion of this Section on the basis that the AISA will not address settlement
protocols. Staff responded that the AISA is in fact addressing protocols for settlement of Ancillary Services, Must-
Run Generation, Energy Imbalance, and After-the-Fact Checkout in order to shape and manage Scheduling Coordi-
nators’ expectations of the settlement process, and that this Section should remain as written.

Analysis  We concur with Staff.
Resolution No change is necessary.
Former R14-2-1609 - Solar Portfolio Standard

Issue Photovoltaics International, LLC encouraged the Commission to retain the Solar Portfolio
Standard and further stated that in selecting a location for its next solar manufacturing plant, it would look for a
state with “appropriate encouragements for adoption of solar electricity generation.” Similarly, the ACAA, Golden
Genesis Company, and Robert Annan recommended the reinstatement or retention of the Solar Portfolio Standard
(R14-2-1609). Tucson also recommended that the Solar Portfolio Standard be retained, but indicated that it “... may
be desirable to modify the standard to make it more practical, but complete elimination of the solar requirements is
poor public policy.” Tucson expressed support of the Environmental Portfolio Standard as outlined in Commis-
sioner Kunasek's April 8, 1999, letter “as a substitute for the Solar Portfolio Standard.” Tucson suggested that the
Environmental Portfolio Standard “be formulated to follow the intent of the Solar Portfolio Standard.” The LAW
Fund also recommended reinstatement of the Solar Portfolio Standard. However, the LAW Fund applauded the
opening of a new docket on an Environmental Portfolio Standard (E-00000A-99-0205), and stated that it will par-
ticipate in the new docket. The Arizona Solar Energy Industries Association (“ARISEIA”) stated that the Solar
Portfolio Standard “should have been retained in the Rules.” ARISEIA further stated, however that it supports the
new Environmental Portfolio Standard docket, which will “provide significant economic development opportuni-
ties, cleaner air and a brighter future for Arizona.”

Staff provided the following comments: “Staff has been supportive of the Solar Portfolio Standard since its
inception in 1996. However, since the Amended Rules approved in Decision No. 61634 on April 23, 1999, did not
include the Solar Portfolio Standard, it is problematic to attempt to reintroduce the standard at this point in the rule
amendment process. To do so would be a “substantive” change in the rules, in Staff's opinion, necessitating a re-
commencement of the rule amendment process that might delay the start of competition. Staff believes that delay-
ing the entire rules package would be neither prudent nor wise.

“Staff does, however, agree with Tucson, the LAW Fund and ARISEIA that the new docket for the Environ-
mental Portfolio Standard, as suggested by Commissioner Kunasek's April 8, 1999, letter is an excellent vehicle to
incorporate solar and other clean technologies into the new competitive market. In fact, Staff believes that the Envi-
ronmental Portfolio Standard process, if promptly handled, and followed by a supplemental rulemaking process,
could add Environmental Portfolio Standard rules that could be in effect by January 1, 2000.”

Staff recommended no change to the rules at this time, but a continuation of the Environmental Portfolio
Standard proceedings in the new docket.

Analysis  We believe that the Environmental Portfolio Standard docket constitutes the proper forum for
consideration of the costs and benefits of renewable energy requirements, and that the start of competition should
not be delayed pending such consideration.

Resolution No change is required.
R14-2-1611 — Rates
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1611(B)

Issue: NWE opposed the language in Section 1611(B) regarding the filing of maximum rates, stating
that the market will set the price of electric services and that in certain cases, the maximums may need to be
exceeded. NWE also pointed out that this provision does not establish any time limitations for the Commission to
approve such rates. Staff responded that the filing of maximum rates is an established rate/regulatory practice in
Arizona, and that the Commission has approved maximum rates in conjunction with its approval of ESP applica
tions.

Analysis: We concur with Staff.

Resolution: No change is necessary.

1611(C)

Issue: NWE stated that Section 1611(C) is an unnecessary remnant of the regulatory regime that Ari-
zonais now abandoning, and that it should be stricken in its entirety, but that if retained, strict time limitations for
such review should be required, and submitted contracts should be presumed valid unless disapproved under clear
criteria within the established time period. Staff stated that this Section requires a Commission Order for contract
approval only if the contract terms deviate from a Load Serving Entity’s approved tariffs. Tucson stated that this
Section should be deleted because it is unclear why competitively negotiated contracts should be treated differently
before January 1, 2001, than after that date. Trico recommended that because the word “terms” is ambiguous, the
word “terms” should be replaced by the word “provisions” in the last sentence of Section 1611(C). Commonwealth
joined in the concerns of Tucson and Trico. Staff agreed that the word “terms” may be misconstrued to mean the
length of the contract and recommended adoption of Trico’s proposed modification.

Analysis  This Section places a reasonable requirement on Load-Serving Entities in order to allow the
Commission’s Utilities Division to monitor the referenced contracts during the phase-in of competition. After Jan-
uary 1, 2001 all customers will have access to contracts with competitive suppliers, and this monitoring will no
longer be necessary for contracts that comply with the provisions of approved tariffs. It is reasonable that a Com-
mission Order be required for approval of contracts that deviate from approved tariffs, because to approve such
contracts without Commission Order would render Commission approval of tariffs meaningless. We concur with
Staff regarding the substitution of the word “provisions” for the word “terms.”

Resolution Replace the word “terms” with the word “provisions” in the last sentence of this Section. No
other change is necessary.

1611(D)

Issue Tucson recommended deletion of the 1st sentence of this Section. Staff responded that this
Section affirms the fact that the referenced contracts no longer need to be filed with the Director, Utilities Division
on or after January 1, 2001, and recommended no change.

Analysis We concur with Staff.
Resolution No change is hecessary.
R14-2-1612 — Service Quality, Consumer Protection, Safety, and Billing Requirements

1612(A-B)

Issue Trico recommended that words “each paragraph” be replaced by the words “the applicable pro-
visions” in the last sentence of Section 1612(A) because in this Section as well as Section 1612(B), there are
numerous provisions of Sections 201 through 212 that are not applicable to ESPs. Staff responded that ESPs are
subject to all of the provisions of Sections 201 through 212, and therefore no change to Sections 1612(A) or (B) is
necessary.

Analysis  We concur with Staff.

Resolution No change is necessary.

1612(C)

Issue Commonwealth proposed that oral authorization, subject to 3rd-party verification, be allowed
for the switching of service providers in lieu of the requirement of a written authorization, and that this Section be
modified accordingly. Commonwealth argued that allowing 3rd party oral verification would reduce costs for
ESPs. Staff responded that a customer’s service provider should not be changed without written consent from the
customer, because written authorization minimizes the possibility of being switched to other service providers
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without customer consent, and that there is no reason that this requirement would result in a delay of the transac-

tion. In their oral comments, ACAA informed the Commission that it and other consumer groups have been com-
municating with Commonwealth regarding this issue, but that the consumer groups cannot yet endorse
Commonwealth’s proposal. At the public comment session, Staff stated that written confirmation is the best way to
avoid any potential unauthorized switching of providers, or “slamming” problems that may occur, and recom-
mended no change.

Analysis  Arizona’s electricity consumers must be protected from the practice of “slamming” that is
unfortunately an ongoing problem in the deregulated long-distance telecommunications industry. In that industry,
the third-party oral verification process is known not to be completely effective in preventing slamming. We do not
believe that requiring written authorization rather than 3rd-party oral verification will necessarily result in higher
market entry costs for competitive ESPs. On the contrary, the requirement of written customer authorization will
provide protection for ESPs as well as for consumers, because it will result in fewer erroneous switches, which are
costly for ESPs. In keeping with the intent of A.R.S. § 40-202(C)(4), we will not modify this Section as Common-
wealth requests.

Resolution No change is necessary.

Issue A.R.S. 8§ 40-202(C)(4) confirms the Commission’s authority to adopt consumer protection
requirements related to switching service providers. Several of the requirements appearing in A.R.S. § 40-
202(C)(4) are embodied in Section 1612(C), but some are not.

Analysis  For consistency, clarity and certainty, Section 1612(C) should include the specific require-
ments and prohibitions relating to written authorizations to switch service providers that appear in A.R.S. § 40-
202(C)(4). Such additions to the Rules are not substantive.

Resolution Modify Section 1612(C) by adding the following after “switching the consumer back to the
previous provider.”:

“A new provider who switches a customer without written authorization shall also refund to the retail electric-
ity customer the entire amount of the customer’s electricity charges attributable to electric generation service
from the new provider for three months, or the period of the unauthorized service, whichever is less.

Add the following after “the provider’s certificate.”:

“The following requirements and restrictions shall apply to the written authorization form requesting electric

service from the new provider:

1. The authorization shall not contain any inducements;

2. The authorization shall be in legible print with clear and plain language confirming the rates, terms, condi-
tions and nature of the service to be provided;

3. The authorization shall not state or suggest that the customer must take action to retain the customer’s cur-
rent electricity supplier;

4. The authorization shall be in the same language as any promotional or inducement materials provided to
the retail electric customer; and

5. No box or container may be used to collect entries for sweepstakes or a contest that, at the same time, is
used to collect authorization by a retail electric customer to change their electricity supplier or to subscribe to other
Services.

Issue Commonwealth objected to the language in Section 1612(C) that authorizes UDCs to audit

ESPs written authorizations to switch providers in order to assure that a customer switch was properly authorized.

Analysis  We agree that this provision could unnecessarily delay the switching process. The penalties for
unauthorized switching should be adequate to deter intentional unauthorized switching, which should preclude any
need to audit written authorizations. However, the Commission’s Consumer Services Division has the regulatory
authority to conduct such audits, and if a UDC believes such an audit is necessary, the UDC should request that the
Commission conduct an audit. A UDC, especially one with a competitive ESP affiliate, should not have the author-
ity to conduct such audits itself.

Resolution Replace “has the rightvith “may request that the Commission’s Consumer Services Divi-
sion”. Such modification does not substantively affect any entity’s right to an audit.

1612(E)

Issue NWE recommended that this Section be redrafted to clarify that compliance with applicable
reliability standards is the responsibility of the scheduling coordinator, the ISO or the ISA, and that notification of
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scheduled outages is the responsibility of the UDC and should not apply to ESPs. Staff responded that ESPs should
remain subject to the same applicable reliability standards as UDCs and recommended no change.

Analysiss  We concur with Staff.
Resolution: No change is necessary.

1612(G-H)

Issue: NWE stated that the provisions found in Sections 1612(G) and (H) should apply only to UDCs. Staff
responded that ESPs should remain subject to the same service quality provisions as the UDCs, and recommended
no change.

Analysiss  We concur with Staff.
Resolution: No change is necessary.
1612(]

Issue: Tucson requested that Section 1612(1) be modified to clarify the time-frames and conditions
that a customer that is being served by an ESP may return to Standard Offer Service. Staff stated that it will be nec-
essary for both the ESP and UDC to coordinate a customer returning to Standard Offer Service through the Termi-
nation of Service Agreement Direct Access Service Request (DASR) process, because once properly notified by
the ESP, the UDC has the responsibility to ensure that the proper metering equipment is in place to serve a cus-
tomer who is returning to Standard Offer Service. Staff stated that the time-frames and the conditions that are
included in Section 1612(l) are therefore necessary and reasonable. Further, APS responded that Tucson’s sugges-
tion fails to recognize the timing and coordination that may be necessary to return some customers to Standard
Offer if it is necessary to replace meter equipment.

Analysis  We concur with Tucson that the timeframes in this Section are ambiguous concerning the tim-
ing for providing notice to return a customer to Standard Offer Service. We agree with Staff and APS, however, that
in certain situations, whether appropriate metering equipment is in place can affect the transfer of service. Provided
that the appropriate metering equipment is in place, we believe 15 days notice is adequate for a UDC to return a
customer to Standard Offer Service. Consequently, we adopt Tucson’s proposed modification, with the exception of
Tucson’s proposed deletion of the reference concerning the placement of appropriate metering equipment.

Resolution Revise Section 1612(1) as follows:

Electric Service Providers shall give at least 5 days notice to their custemer-and-te-the-apprepriate-Utility Dis-
mleuﬂen—eempan)of scheduled return to Standard Offer Serwee—bu{—that—remmef—that—eustenﬁrer—te—Standard

dﬁl@dateSerwce Providers
shall provide 15 calendar days notice prior to the next scheduled meter reading date to the appropriate Utility
Distribution Company regarding the intent to terminate a service agreement. Return of that customer to Stan-
dard Offer Service will be at the next regular billing cycle if appropriate metering equipment is in place and the
request is provided 15 calendar days prior to the next reqular readReéapmnsibility for charges incurred
between the notice and the next scheduled read date shall rest with the Electric Service Provider.

1612(K)(1)

Issue Navopache and Mohave proposed adding a sentence to Section 1612(K)(1) to allow UDCs to
recover costs associated with collecting and distributing metering data when UDCs provide metering data to an
ESP or customer, and proposed adding the words “Utility Distribution Companies shall make available to the Cus-
tomer or Electric Service Provider all metering information and may charge a fee for that service. The charge or fee
shall reflect the cost of providing such information.” Staff pointed out that UDCs may request that the Commission

approve this type of charge as a tariff item, and recommended no change to this Section.

Analysis  We concur with Staff.
Resolution No change is necessary.

1612(K)(2)

Issue NWE contended that the Commission should not approve tariffs for meter testing, and that
rather than establishing a set percentage of error, this Section should refer to a Commission-approved standard.
NWE also suggested replacing “another” with “an

Analysis  This Section contains the Commission-approved standard3gfercent as provided by Sec-
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tion 209(F). Tariffs for meter testing should be filed for approval by the Commission. NWE'’s suggestion that
“another” be replaced by “an” provides clarity and should be adopted.

Resolution Replace “another” with_“aanethet. No other change is required.

1612(K)(3)

Issue Staff stated that at the June 2, 1999, Metering Committee meeting it was proposed that the
word “customer” be removed after the word “competitive” and be replaced with “point of delivery,” and deletion of
the words “for each service delivery point.” Staff stated that the Metering Committee had previously determined
that each point of delivery be assigned a Universal Node Identifier (“UNI”), and that because a customer could
have more than 1 point of delivery, a UNI must be assigned to each point of delivery. Staff recommended that this
Section be modified using the wording developed by the Metering Committee.

Analysis  We concur with Staff. This modification is not substantive.
Resolution Maodify this Section as follows:

3. Each competitive-eustemenint of deliveryshall be assigned a Universal Node Identifierfer-each
service-delivery-peinby the Affected Ultility or the Utility Distribution Company whose distribution system serves
the customer.

1612(K)(4)

Issue NWE contended that the Utility Industry Group (“UIG”) should be required to complete its
standards at least 60 days before competition begins, and therefore proposed deleting the words “standards
approved by the Utility Industry Group (UIG) that can be used by the Affected Utility or the Utility Distribution
Company and the Electric Service Provider.” and replacing them with “UIG standards in effect at least 60 days
before the onset of competition.” NWE alternatively proposed that in the penultimate line of this Section, “can”
should be changed to “shall.” Staff responded that because the use of EDI formats approved by UIG has been dis-
cussed by the Metering Committee, and all formats that are being used were already in effect earlier this year,
NWE's 1st proposed change is unnecessary.

Analysis  We concur with Staff's reasoning regarding the 1st proposed change, and agree with NWE
regarding its alternative proposal. This modification is not substantive.

Resolution Change “can” to “shall” in the penultimate line of this Section. No other change is necessary.

1612(K)(6)

Issue TEP proposed deleting the words “Predictable loads will be permitted to use load profiles to
satisfy the requirement of hourly consumption data. The Affected Ultility or Electric Service Provider will make the
determination if a load is predictable.” APS did not oppose allowing some “predictable load” to use load profiling
in lieu of hourly consumption data, but believed that this Section is unclear as to who may waive the requirements
for hourly consumption data. APS recommended changing the last sentence of Section 1612(K)(6) to provide that
the “entity developing the load profile shall determine if a load is predictable.” Staff responded that ESPs and
UDCs are responsible for developing the load profiles for their respective customers and if they do not estimate the
load profile correctly, the AISA will require them to pay scheduling penalties. Staff believed that APS’ proposed
language appropriately clarifies where this responsibility resides, and recommended that APS’ wording be used.

Commonwealth disagreed with Staff's and APS’ proposed modification as an additional barrier to entry and sup-
ported keeping the original language. Commonwealth argued that any ESP should be able to make its independent
determination of whether or not a customer has a load it desires to serve. TEP did not agree with the modifications
proposed by Staff, Tucson and APS on the basis that they do not address the concerns TEP raised. TEP argued that
loads are determined by an Affected Utility’'s unmetered tariffs, so only the Affected Utility is in a position to deter-
mine whether load is predictable. TEP maintained that there are many reasons why load profiling fails to ade-
guately address issues such as economic efficiency, system reliability, proper allocation of costs to customers and
proper allocation of costs to third-party suppliers. TEP strongly contended that until these issues are resolved, there
is no justification to avoid the use of interval metering in favor of load profiling.

ATDUG believed that some types of loads such as irrigation and other water pumping loads are inherently predict-
able and suggested the following sentence be added: “The Commission will identify categories of loads that are
deemed predictable.”

Analysis  TEP states there are unresolved issues that argue against the use of load profiling in lieu of
interval metering. However, TEP did not provide the rationale why these issues should prevent the use of profiling
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for predictable loads. We concur with Tucson, Staff and APS that it is reasonable to allow predictable loads to use

load profiling in lieu of hourly consumption data. We agree with Staff that because the entity determining whether

aload is predictable or not will bear the responsibility of paying any scheduling penalties stemming from inaccu-

rate predictions, that APS’ proposed language should be adopted. We do not believe that ATDUG's suggestion that
the Commission should identify categories of loads to be deemed predictable is necessary at this time.

Resolution Delete the last sentence of Section 1612(K)(6) and replace with “The Load-Serving Entity
developing the load profiling shall determine if a load is predictaBlech modification is not substantive.

1612(K)(6) and (7)

Issue Commonwealth proposed that instead of the current 20 kW and 100,000 kWh limit for hourly interval
meters, that a limit of 50 kW and 250,000 kWh be imposed for the use of hourly interval meters. Tucson proposed
that the 20 kW demand threshold be re-evaluated. Staff responded that 20kW was the appropriate cut-off for requir-
ing hourly interval meters because customers over 20 kW do not have easily predictable load profiles and use of
load profiling for such customers can result in higher scheduling errors and cause the Load-Serving Entities to pay
scheduling penalties which would be passed on to both the Standard Offer Service and competitive consumers.
APS asserted that Commonwealth has not provided a compelling argument why the threshold of 20kW, developed
by the working group, is not appropriate. Staff argued that the lower limit reduces scheduling errors and results in
lower costs to the Standard Offer Service and competitive customers.

Analysis  Section 1612(K)(6) provides a means for loads over 20 kW determined to be predictable by
Load-Serving Entities developing load profiles to use those load profiles in lieu of interval meters. We concur that
the 20 kW threshold, that was developed by the working group, should remain unchanged.

Resolution No change is necessary.

1612(M)

Issue NWE recommended that Section 1612(M) be stricken in its entirety because the Electric
Power Competition Act (HB 2663) requires substantial statewide consumer outreach and education, and further
informational programs by ESPs is unnecessary. Staff responded that the Commission has a duty to ensure that all
customers throughout the state are well informed regarding electric competition and recommended that this provi-
sion remain.

Analysis  This provision provides the Commission with the ability to ensure that consumers receive
information about competition.

Resolution No change is necessary.

1612(N)

Issue Trico, Navopache and Mohave recommend that the language in Section 1612(N) be modified
to clarify that UDCs are not required to segregate Wholesale Power Contract bills which combine generation and
transmission services. Staff responded that the Commission recognizes that distribution cooperatives may not have
the ability to segregate Wholesale Power Contract bills which bundle generation and transmission services. Staff
believed the proper remedy would be for the affected distribution cooperatives to seek a waiver from this Rule.

Analysis  We believe that the proper way to address the distribution cooperatives’ concerns is through
the waiver process rather than the revision of this Rule.

Resolution No change is necessary.

Issue NWE states that if an ESP is mandated by Section 1612(N) to provide the listed information on
their billing statements, then Affected Utilities and UDCs should be mandated to provide such information that is
in their control to the ESP in order to permit the ESP to meet its requirements. Staff responded that the billing entity
will be responsible for providing this information on customer bills, and that the billing entity for direct access cus-
tomers will be responsible for coordinating with UDCs, ESPs, and Meter Reader Service Providers to provide this
information. Staff therefore recommended no change to this Section.

Analysis ~ We concur with Staff. This information exchange should be covered in the Electric Service
Provider Service Acquisition Agreement between the ESP and the UDC.

Resolution No change is necessary.

Issue: Most commentators who addressed the issue of bill elements opined that they should be con-
sistent with the unbundled tariff elements established in Section 1606(C)(2).
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Analysis.  Bills should provide information to customers in a manner that is easily understood and that
permits customers to compare the price of the various services. We believe that the format established in our
revised Section 1606(C)(2) concerning unbundled tariffs provides a good framework for delineating bill elements.
We agree with the Residential Utility Consumer Office’'s comments to a past version of these Rules that consumers
likely are not interested in and may be confused by too much detail on the bill. Consequently, we believe that cer-
tain elements that are broken down for tariff purposes are better combined when presented on the bill.

Our modifications to this Section, while providing additional direction to the affected entities and clarity for con-
sumers, are not substantive changes from the original provision.

Resolution: Revise Section 1612(N) as follows:

1. Competitive ServiceBleetrieity-Costs

Generation, which shall include generation-related billing and collection;
Competition Transition Charge, and

Transmission and Ancillary ServicEael-erpurchased-peweradjustor-i-applicable

a.
b.
C.
d. Metering Services:; and
e.
N
a.

Meter Reading Services.
on-Competitive ServiceBelivery-eosts
Distribution services, including distribution-related billing and collection, required Ancillary Services and
Must-Run Generating Unitsind
b. System Benefit Chargebransmission-services;
3. Regulatory assessments; @tlaer-Costs:

A.pglicable taxes.
R14-2-1613 — Reporting Requirements

|~

Issue NWE recommended that this entire Section be deleted because NWE believed that the report-
ing requirements are regulatory in nature with no pro-competitive justification, and that the requirements will harm
consumers by raising costs, as ESPs will be forced to hire employees whose sole purpose is to fulfill these reporting
requirements. TEP questioned the need for the amount of information this Section requires, arguing that the amount
of information will be difficult to compile and will increase the costs that, ultimately, customers will be required to

pay.

Staff responded that the reporting requirements are necessary for the Commission to monitor and determine
that the bond and insurance coverage amounts are adequate to protect consumers, including customer deposits an
advances. Staff contended that the reports required by this Section will also furnish the Commission with valuable
information in assessing the competitiveness of the electricity market in Arizona.

Analysis  We agree with Staff that the information required by this Section is very valuable to the Com-
mission, especially in the early stages of competition, and that the information is also needed to ensure continued
consumer protection via bonds and insurance.

Resolution No change is necessary.
R14-2-1614 — Administrative Requirements

1614(A-C)

Issue NWE repeated its suggestion that there should be no requirement to file maximum rates, and
therefore proposed deletion of these Sections 1614 (A), (B), and (C). Staff responded that ESPs are public service
corporations, for whom the Commission is lawfully authorized to establish just and reasonable rates. Staff con-
tended that the filing of maximum rates, subject to discount, and the filing of contracts are the means by which the
Commission has decided to exercise its jurisdiction.

Evaluation We concur with Staff.
Resolution No change is necessary.

1614(E)

Issue ACAA suggested additional language which would further define specifics surrounding the
Consumer Education Program. ACAA would have this Section specifically reference adoption of a funding plan,
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specify that the adopted Consumer Education Program is to be a model, and require Affected Utilities to conform
to the adopted plan. Staff responded that this Section as currently written will accommodate the concerns addressed
by ACAA, and recommended no change.

Anaysis. We believe that ACAAs concerns will be addressed when the Commission adopts the Con-
sumer Education Program required by this Section.

Resolution No change is necessary.
R14-2-1615 — Separation of Monopoly and Competitive Services

1615(A)

Issue Section 1615(A) requires all competitive generation and Competitive Services to be separated from an

Affected Utility prior to January 1, 2001. Such separation shall either be to an unaffiliated party or to a separate

corporate affiliate or affiliates. Commonwealth asserted that all generation assets, except for Must Run Generating
Units, should be sold at market value to 3rd parties. Commonwealth also suggested that an Affected Utility’s com-

petitive affiliate should be precluded from acquiring generation assets unless it is the highest bidder at auction.
Commonwealth believes that, without the requirement of a sale at market value, the UDCs will be able to manipu-
late values and shift costs from Competitive Services to Noncompetitive Services.

Staff responded that Commonwealth’s proposal to require generation assets to be divested through a market
auction is in direct conflict with Decision No. 61677, the Commission’s Stranded Cost order, which treats divesti-
ture as an option, not a requirement. Staff pointed out that pursuant to Section 1615(A), the asset transfer shall be at
a value determined by the Commission to be fair and reasonable, and that accordingly, the asset transfer will not
occur outside of Commission oversight. Staff further stated that Commonwealth’s concerns regarding cost shifting
between UDCs and their affiliates may be addressed through the Code of Conduct required by Section 1616 and
through subsequent UDC rate cases governing Noncompetitive Services.

Commonwealth asserted that Section 1615(A) should be clarified by deleting the word “competitive”,
thereby requiring all generation assets except for Must-Run Generating Units to be separated from Affected Utili-
ties prior to January 1, 2001. Staff responded that the definition of “Noncompetitive Services” clearly excludes
generation services, except for Must-Run Generating Units, and that it is therefore clear that competitive generation
includes all generation except for Must-Run Generating Units. Staff recommended against adoption of Common-
wealth’s suggested modifications to this Section.

Analysis  We concur with Staff.
Resolution No change is necessary.

Issue Section 1615(A) requires Affected Utilities to transfer their generation assets by January 1,
2001. TEP suggested changing this date to January 1, 2003 to accommodate lease and bond restrictions that may
interfere with TEP’s ability to comply with the 2001 deadline. Staff responded that the Rules already provide an
avenue in which a public service corporation may request a waiver to the rules, and that while TEP’s individual cir-
cumstances may justify a case-specific waiver from the proposed deadline, these circumstances do not justify an
amendment to the Rules.

Analysis  We believe that TEP’s concerns are best addressed through a waiver rather than a redrafting of
this rule.

Resolution No change is necessary.

Issue Section 1615(A) allows Affected Utilities to transfer competitive generation assets to affiliates.
TEP suggested adding the word “subsidiary” because it believes that transfer to a subsidiary may under some cir-
cumstances be less costly than transfer to an affiliate. Staff responded that in Decision No. 61669, the Commission
clearly indicated its intent to require transfer to an affiliate, instead of a subsidiary, and that TEP’s suggestion con-
flicts with the Commission’s clearly established intent. Staff therefore recommended no change. ATDUG
expressed grave concerns about the effectiveness of “separation” if the transfer of generation assets is allowed to
affiliates.

Analysis  We agree that the requirement that competitive generation assets and Competitive Services be
separated to an unaffiliated party or to a separate corporate affiliate or affiliates, will provide greater protection
against cross-subsidization than would separation to a subsidiary.

Resolution No change is necessary.

Issue APS argued that the separation from the UDC of metering, meter reading, billing, and collec-
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tion required by Section 1615 is not necessary, appropriate, or to the benefit of consumers or the competitive mar-

ket. APS proposed amending Section 1615 to allow UDCs to offer nongeneration related Competitive Services

without divesting such functions to affiliates. AECC opposed APS’ proposal. Staff responded that Affected Utili-
ties, such as APS, currently have substantial market power by virtue of their status as incumbent monopolists, and
that the prospective competitive market will benefit by the creation of a level playing field for new market entrants
so that competitors will have an incentive to enter the market. Staff therefore recommended no change to this Sec-
tion.

Analysis  We concur that separation of monopoly and competitive services by the incumbent Affected
Utilities must take place in order to foster development of a competitive market in Arizona.

Resolution No change is necessary.

1615(B)

Issue Section 1615(B)(1) recognizes that UDCs may provide meters for Load Profiled customers.
APS proposed clarifying this Section by substituting the phrase “Meter Services and Meter Reading Services” for
the word “meters.” Staff supported APS’ proposal as it uses defined terms in place of an undefined term.

Analysis  We concur with Staff. This modification eliminates ambiguity and is not substantive.

Resolution Delete “meters” and replace with “Meter Services and Meter Reading Services”.

1615(C)

Issue Section 1615(C) allows distribution cooperatives to provide competitive electric services in
areas in which they currently provide service. AEPCO, Duncan, Graham, and Trico suggested amending this Sec-
tion to allow the distribution cooperatives to provide competitive services in any areas in which they will be pro-
viding Noncompetitive Services now or in the future. Staff responded that Section 1615(C) was intended to allow
distribution cooperatives to provide competitive services within areas in which they are providing distribution ser-
vices, and that because distribution service territories change, it would be sensible to draft the rule in a manner that
recognizes this. Staff therefore recommended deleting the phrase “the service territory it had as of the effective date
of these rules” and replace it with “its distribution service territory.”

Analysis  We agree with this nonsubstantive modification.

Resolution Replace “the service territory it had as of the effective date of these rules” with “its distribution

service territoryhe-service-territory-thad-as-of the-effective date-of theserules

Issue Section 1615(C) states that a generation cooperative shall be subject to the same limitations to
which its member cooperatives are subject. AEPCO argues that a generation cooperative, such as AEPCO, does not
have a geographic service territory and does not have distribution customers. AEPCO further argued that, because
it is not a distribution cooperative, it is not eligible for the exemption contained in this Section, and is therefore sub-
ject to all the requirements contained in Sections 1615(A) and (B). AEPCO therefore recommended deleting the

last sentence of Section 1615(C). Staff agreed with AEPCO.

Analysis  The intent of this provision was to preclude a generation cooperative or its competitive affiliate
from providing power in the competitive market before the territories of its member distribution cooperatives were
open to competition. The reference here is misplaced and we agree it should be removed. The timing for AEPCO’s
competitive affiliate to begin providing Competitive Services will be addressed by Commission order in AEPCO’s
Stranded Cost/Unbundled tariff proceeding.

Resolution Delete the last sentence of Section 1615(C). This change is not substantive.
R14-2-1616 — Code of Conduct

Issue Commonwealth, Tucson, AECC and Enron Corp. (“Enron”) opposed the Commission’s elimination
of the Affiliate Transaction rules (formerly R14-2-1617). AECC joined in and fully supported the separately filed
comments of Enron and submits that the Electric Competition Rules must contain Affiliate Transaction rules to
provide consumers appropriate safeguards in the competitive marketplace. Enron claimed that the Affiliate Trans-
action rules should be designed to prevent Affected Utilities from abusing or unfairly exerting market power due to
their inherent and historical monopoly positions in Arizona. Enron argued that at a minimum, the above concerns
would be reduced if Affected Utilities and their marketing affiliates are required to operate as separate corporate
entities, keeping separate books and records. Enron indicated that market power concerns have been heightened
recently because of the Commission’s approach to Stranded Cost which does not require Affected Utilities to divest
generation assets, thereby leaving Affected Utilities with tremendous competitive advantage and market power.
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Enron identified the potential absence of uniformity among the Affected Utilities’ Codes of Conduct as a problem
resulting in the ESPs having to guess which types of activities are allowed for each individual Affected Utility and
its affiliates. Commonwealth recommended that the Code of Conduct should preclude any Affected Utility from
offering competitive services through an affiliate until a Code of Conduct has been approved by the Commission,
after notice, comment, and hearing. Tucson urged the Commission to promulgate Affiliate Transaction rules with
sufficient detail to assure the public that there is adequate Commission oversight of these relationships. Common-
wealth stated that the Code of Conduct should not displace Affiliate Transaction rules or guidelines. Common-
wealth suggested that, if the Affiliate Transactions rule is not reinserted back into the rules, an alternative 7 pages
of guidelines for Affected Utilities and their competitive affiliates should be incorporated within the Codes of Con-
duct of each Affected Utility.

TEP disagreed with the comments of AECC, Tucson and Commonwealth regarding the re-adoption of the
Affiliate Transaction rules, preferring the flexibility of a Code of Conduct. TEP argued that contrary to Enron’s
assertion, the requirements that Affected Utilities transfer their generation assets to a separate affiliate and that
Standard Offer Service generation be procured in the open market, will make it impossible for the Affected Utility
to favor its generation affiliates to the detriment of other ESPs. Trico and AEPCO, Duncan and Graham believed
that each entity that would be subject to the Affiliate Transaction rules is unique and the parties advocating their
reinstatement have not provided adequate reasons why an individually tailored Code of Conduct subject to Com-
mission review and approval is not a satisfactory solution. ATDUG believed that Affected Utilities should not draft
their own Code of Conduct without, at a minimum, a guideline or standard.

Staff responded that a Code of Conduct for Affected Utilities and their affiliates is necessary in order to
ensure the development of a robust competitive market. Staff believed that, while it is not essential for all Affected
Utilities to have identical Codes of Conduct, it is desirable for each Code of Conduct to address certain significant
issues. Staff stated that in the absence of some minimal degree of uniformity, parties will be uncertain as to the
rules governing the Arizona market, and enforcement of these issues will be difficult. Staff therefore supported
amending Section 1616 to require each Affected Utility to address certain minimum standards in its Code of Con-
duct.

Staff recommended making the following changes to Section 1616:

No later than 90 days after adoption of these Rules, each Affected Ultility which plans to offer Noncompetitive
Services and which plans to offeompetitive Services through its competitive electric affiliate shall propose

a Code of Conduct to prevent anti-competitive activities. Each Affected Utility that is an electric cooperative,
that plans to offer Noncompetitive Services, and that is a member of any electric cooperative that plans to offer
Competitive Services shall also submit a Code of Conduct to prevent anti-competitive activiti€ae All
Codes of Conduct shall be subject to Commission approval.

The Code of Conduct shall address the following subjects

1. Appropriate procedures to prevent cross subsidization between the Utility Distribution Company and any
competitive affiliates;

2. Appropriate procedures to ensure that the Utility Distribution Company’s competitive affiliate does not
have access to confidential utility information that is not also available to other market participants;

3. Appropriate guidelines to limit the joint employment of personnel by both a Utility Distribution Company
and its competitive affiliate;

4. Appropriate guidelines to govern the use of the Utility Distribution Company’s name or logo by the Utility
Distribution Company’s competitive affiliate;

5. Appropriate procedures to ensure that the Utility Distribution Company does not give its competitive affil-
iate any unreasonably preferential treatment such that other market participants are unfairly disadvantaged;
6. Appropriate policies to eliminate joint advertising, joint marketing, or joint sales by a Utility Distribution
Company and its competitive affiliate;

7. Appropriate procedures to govern transactions between a Utility Distribution Company and its competi-
tive affiliate; and

8. Appropriate policies to prevent the Utility Distribution Company and its competitive affiliate from repre-
senting that customers will receive better service as a result of the affiliation.

Analysis Nearly all parties providing comments on this issue suggest that the entire Affiliate Transac-
tions rule (formerly R14-2-1617) be reinserted back into the proposed rules. Others suggested rewriting the current
Code of Conduct, R14-2-1616, to include specific appropriate Affiliate Transactions rules. We believe that to pro-
mote competition it is critical to have a statewide standard for the Codes of Conduct. We believe that Staff's recom-
mended guideline for Code of Conduct content is reasonable and will promote competition within the state while at
the same time providing flexibility for individual Affected Ultilities.

Resolution Modify Section 1616 as recommended by Staff, adding clarification that approval shall occur
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after a notice and a hearing. Staff's recommended modification provides additional detail as to what is expected in
a Code of Conduct, but does not substantively change the affect of this section.

R14-2-1617 — Disclosure of Information

Issue NWE and TEP proposed that this entire Section be deleted. APS proposed that only Load-
Serving ESPs, and not UDCs, should be required to disclose information to consumers. Trico proposed that a new
Section be added stating that the UDC would not be required to furnish the same information as provided by a
Load-Serving Entity. AEPCO, Duncan and Graham believed that mandating a “guess” about the characteristics of
the resource portfolio will not improve the value of data provided to the customer.

ACAA proposed that information about the resource mix be readily available to residential consumers with-
out any acquisition barriers. Tucson expressed concern that this Section requires information about the resource
portfolio to be provided only upon request and stated that experience in other states has shown that consumers
“prefer a more environmentally sound mix of resources than traditional suppliers have in their portfolios.” Tucson
believes that since the information would have to be developed in case someone requested it, the only rationale for
not providing it automatically would be to hide the resource mix. The LAW Fund pointed out that by not requiring
disclosure about resources, Arizona consumers will be not be informed about their choices and will be at a disad-
vantage in comparison to those in other western states. Commonwealth asserts that it has found that many custom-
ers desire the option to purchase generation from environmentally-compatible sources. Commonwealth supported
the disclosure requirements and urged that it be reinstated in the Rules. APS believed that market forces would
operate to provide consumers with information concerning resource mix, and that mandatory disclosure adds
unnecessary costs.

Staff stated that consumers are entitled to receive information so that they can make informed choices, and
that research conducted in other states indicates that consumers want information on generation resources. Staff
argued that all ESPs providing generation service and UDCs providing Standard Offer Service should be required
to disclose generation resource information as part of the consumer information label, and not only upon request.
Staff recommended restoring Sections 1617(A)(4),(5) and (6), and deleting Section 1617(B). Staff also recom-
mended inserting_“providing either generation service or Standard Offer Saafte“Load-Serving Entity” in
Section 1617(A).

Analysis  We agree with those entities who advocate for the disclosure of a Load-Serving Entities’
resource portfolio characteristics. However, we are also concerned about the costs to Load-Serving Entities and
guestion the need to include this information, which may or may not be available, in all marketing materials. There
are going to be a significant number of customers who are interested in this information. Because Load-Serving
Entities will have to prepare the information concerning the resource portfolio in anticipation of customer requests,
we do not believe that they will be able to hide the information, and further, market forces will work to disseminate
this information.

Resolution Except to add Staff's clarifying language, we do not believe that further modification is neces-
sary.Insert “providing either generation service or Standard Offer Sérafter Load-Serving Entity in Section
1617(A). This modification is not substantive.

1617(G)

Issue Commonwealth proposed that the word “written” be deleted from Section 1617(G)(2) because
it believes third-party orally verified customer authorizations should suffice. Staff reiterated its belief that a cus-
tomer’s service provider should not be changed without written consent from the customer because written authori-
zation minimizes the possibility of being switched to other service providers without customer consent, and
therefore recommended no change to this Section.

Analysis We concur with Staff.

Resolution No change is required.

12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class
of rules:

Not applicable.

13. Incorporations by reference and their location in therules:
The 1997 ANSI C2 (National Electrical Safety Code) incorporated in R14-2-207(E) and R14-2-208(F); 1995 ANSI
B31.1 (ASME Code for Pressure Piping) incorporated in R14-2-208(F); 1989 ANSI IC84.1 (American National
Standard for electric Power systems and Equipment-Voltage Ratings [60Hz] incorporated in R14-2-208(F); Federal
Energy Regulatory Commission Order 888 (lll FERC Stats. and Regs. 31, 036 (1996)), incorporated in R14-2-
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1601.
14. Wasthisrule previoudly adopted as an emergency rule? If so, please indicate the Reqgister citation:

The Commission adopted certain modifications to these rules on an emergency basis on August 10, 1998, in Deci-
sion No. 61071. On December 11, 1998, in Decision No. 61272 the Commission adopted the emergency ruleson a

permanent basis. The Register citation isasfollows: 4 A.A.R. 2393, September 4, 1998.
15. Thefull text of therulesfollows:

TITLE 14. PUBLIC SERVICE CORPORATIONS;, CORPORATIONS AND ASSOCIATIONS,

Sections

R14-2-201.
R14-2-202.
R14-2-203.
R14-2-204.
R14-2-205.
R14-2-206.
R14-2-207.
R14-2-208.
R14-2-209.
R14-2-210.
R14-2-212.

Sections

R14-2-1601.
R14-2-1602.
R14-2-1602.
R14-2-1603.
R14-2-1604.
R14-2-1605.
R14-2-1606.
R14-2-1607.
R14-2-1608.
R14-2-16009.

SECURITIESREGULATION

CHAPTER 2. ARIZONA CORPORATION COMMISSSION
FIXED UTILITIES

ARTICLE 2. ELECTRIC UTILITIES

Definitions

Certificate of Convenience and Necessity for Electric Utilities; Filing Requirements on Certain New Plants
Establishment of Service

Minimum Customer Information Regquirements
Master Metering

Service Lines and Establishments

Line Extensions

Provision of Service

Meter Reading

Billing and Collection

Administrative and Hearing Requirements

ARTICLE 16. RETAIL ELECTRIC COMPETITION

Definitions

Fiting-of Fariffs by-Affected- Utilities Repealed
Commencement of Competition

Certificates of Convenience and Necessity
Competitive Phases

Competitive Services

Services Required To Be Made Available
Recovery of Stranded Cost of Affected Utilities
System Benefits Charges
SelarPertfelio-Standard Repealed

R14-2-1609.R34-2-1610. Transmission and Distribution Access

R14-2-1610.R14-2-1611. In-state Reciprocity

R14-2-1611.R14-2-1612. Rates

R14-2-1612.R14-2-1613: Service Quality, Consumer Protection, Safety, and Billing Requirements
R14-2-1613.R14-2-1614. Reporting Requirements

R14-2-1614.R14-2-1615. Administrative Requirements

R14-2-1615.R14-2-1616. Separation of Monopoly and Competitive Services

R14-2-1616. Code of Conduct

Ri4-2-1617  Affiliate Fransactions Repealed
R14-2-1617.R34-2-1618: Disclosure of Information

R14-2-201.

In this Article, unless the context otherwise requires, the following definitions shall apply. In addition, the definitions con-

ARTICLE 2. ELECTRICUTILITIES
Definitions

tained in Article 16, Retail Electric Competition shall apply in this Article unless the context otherwise requires.

1. “Advance in aid of construction”. Funds provided to the utility by the applicant under the terms of a line extension

agreement the value of which may be refundable.
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10.

11.
12.

13.
14.

15.
16.

17.

18.

19.
20.
21.
22.
23.

24,
25.

26.

27.

28.

29.

30.
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“Applicant”. A person requesting the utility to supply electric service.

“Application”. A request to the utility for electric service, as distinguished from an inquiry as to the availability or

charges for such service.

“Arizona Corporation Commission”. The regulatory authority of the state of Arizona having jurisdiction over pub-

lic service corporations operating in Arizona.

“Billing month”. The period between any 2 regular readings of the utility’s meters at approximately 30 day inter-

vals.

“Billing period”. The time interval between 2 consecutive meter readings that are taken for billing purposes.

“Contributions in aid of construction”. Funds provided to the utility by the applicant under the terms of a line

extension agreementandkervice connection tariff the value of which is not refundable.

“Curtailment priority”. The order in which electric service is to be curtailed to various classifications of customers,

as set forth in the utility’s filed tariffs.

“Customer”. The person or entity in whose name service is rendered, as evidenced by the signature on the applica-

tion or contract for that service, or by the receipt and/or payment of bills regularly issued in his name regardless of

the identity of the actual user of the service.

“Customer charge”. The amount the customers must pay the utility for the availability of electric service, excluding

any electricity used, as specified in the utility’s tariffs.

“Day”. Calendar day.

“Demand”. The rate at which power is delivered during any specified period of time. Demand may be expressed in

kilowatts, kilovolt-amperes, or other suitable units.

“Distribution lines”. The utility lines operated at distribution voltage which are constructed along public roadways

or other bona fide rights-of-way, including easements on customer’s property.

“Elderly”. A person who is 62 years of age or older.

“Energy”. Electric energy, expressed in kilowatt-hours.

“Handicapped”. A person with a physical or mental condition which substantially contributes to the person’s

inability to manage_theihkis—er-herown resources, carry out activities of daily living, or protect oneself from

neglect or hazardous situations without assistance from others.

“lllness”. A medical ailment or sickness for which a residential customer obtains a verified document from a

licensed medical physician stating the nature of the illness and that discontinuance of service would be especially

dangerous to the customer’s health.

“Inability to pay”. Circumstances where a residential customer:

a. Is not gainfully employed and unable to pay, or

b. Qualifies for government welfare assistance, but has not begun to receive assistance on the date that he
receives his bill and can obtain verification of that fact from the government welfare assistance agency.

c. Has an annual income below the published federal poverty level and can produce evidence of this, and

d. Signs a declaration verifying that the customer meets 1 of the above criteria and is either elderly, handicapped,
or suffers from illness.

“Interruptible electric service”. Electric service that is subject to interruption as specified in the utility’s tariff.

“Kilowatt (kw)”. A unit of power equal to 1,000 watts.

“Kilowatt-hour (kwh)”. Electric energy equivalent to the amount of electric energy delivered in 1 hour when deliv-

ery is at a constant rate of 1 kilowatt.

“Line extension”. The lines and equipment necessary to extend the electric distribution system of the utility to pro-

vide service to additional customers.

“Master meter”. A meter for measuring or recording the flow of electricity that has passed through it at a single

location where said electricity is distributed to tenants or occupants for their individual usage.

“Megawatt (Mw)". A unit of power equal to 1,000,000 watts.

“Meter”. The instrument for measuring and indicating or recording the flow of electricity that has passed through

it.

“Meter tampering”. A situation where a meter has been illegally altered. Common examples are meter bypassing,

use of magnets to slow the meter recording, and broken meter seals.

“Minimum charge”. The amount the customer must pay for the availability of electric service, including an amount

of usage, as specified in the utility’s tariffs.

“Permanent customer”. A customer who is a tenant or owner of a service location who applies for and receives per-

manent electric service.

“Permanent service”. Service which, in the opinion of the utility, is of a permanent and established character. The

use of electricity may be continuous, intermittent, or seasonal in nature.

“Person”. Any individual, partnership, corporation, governmental agency, or other organization operating as a sin-

gle entity.
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31.

32.
33.

34.

35.

36.
37.
38.

39.

40.
41.
42.

43.

44,

45,
46.
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“Point of delivery”. The point where facilities owned, leased, or under license by a customer connects to the util-
ity’s facilities.

“Power”. The rate of generating, transferring;-andsing electric energy, usually expressed in kilowatts.

“Premises”. All of the real property and apparatus employed in a single enterprise on an integral parcel of land
undivided by public streets, alleys or railways.

“Residential subdivision development”. Any tract of land which has been divided into 4 or more contiguous lots
with an average size of 1 acre or less for use for the construction of residential buildings or permanent mobile
homes for either single or multiple occupancy.

“Residential use”. Service to customers using electricity for domestic purposes such as space heating, air condition-
ing, water heating, cooking, clothes drying, and other residential uses and includes use in apartment buildings,
mobile home parks, and other multiunit residential buildings.

“Service area”. The territory in which the utility has been granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide electric service.

“Service establishment charge”. The charge as specified in the utility’s tariffs which covers the cost of establishing
a new account.

“Service line”. The line extending from a distribution line or transformer to the customer’s premises or point of
delivery.

“Service reconnect charge”. The charge as specified in the utility’s tariffs which must be paid by the customer prior
to reestablishment of electric service each time the electricity is disconnected for nonpayment or whenever service
is discontinued for failure otherwise to comply with the utility’s tariffs.

“Service reestablishment charge”. A charge as specified in the utility’s tariffs for service at the same location where
the same customer had ordered a service disconnection within the preceding 12-month period.

“Single family dwelling”. A house, an apartment, a mobile home permanently affixed to a lot, or any other perma-
nent residential unit which is used as a permanent home.

“Tariffs”. The documents filed with the Commission which list the services and products offered by the utility and
which set forth the terms and conditions and a schedule of the rates and charges, for those services and products.
“Temporary service”. Service to premises or enterprises which are temporary in character, or where it is known in
advance that the service will be of limited duration. Service which, in the opinion of the utility, is for operations of

a speculative character is also considered temporary service.

“Third-party notification”. A notice sent to an individual or a public entity willing to receive natification of the
pending discontinuance of service of a customer of record in order to make arrangements on behalf of said cus-
tomer satisfactory to the utility.

“Utility”. The public service corporation providing electric service to the public in compliance with state law.
“Weather especially dangerous to health”. That period of time commencing with the scheduled termination date
when the local weather forecast, as predicted by the National Oceanographic and Administration Service, indicates
that the temperature will not exceed 32 degrees Fahrenheit for the next day’s forecast. The Commission may deter-
mine that other weather conditions are especially dangerous to health as the need arises.

R14-2-202. Certificate of Convenience and Necessity for Electric Utilities; Filing Requirements on Certain New

Plants

A. Application for new Certificate of Convenience and Necessity

1.

B- Filingrequirements-en-certain-new-plants

Six copies of each application for a new Certificate of Convenience and Necessity shall be submitted in a form pre-

scribed by the Commission and shall include, at a minimum, the following information:

a. The proper name and correct address of the proposed utility company and its owner, if a sole proprietorship,
each partner, if a partnership, or the President and Secretary if a corporation.

b. The rates proposed to be charged for the service that will be rendered.

c. A financial statement setting forth the financial condition of the applicant.

d. Maps of the proposed service area-and/description of the area proposed to be served.

e. Appropriate city, county ard/state agency approvals, where appropriate.

f.  The actual number of customers within the service area as of the time of filing and the estimated number of
customers to be served for each of the ¥stebyears of operation.

g. Such other information as the Commission by order or the staff of the Ultilities Division by written directive
may request.

prior to
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AppI [ catlon for dlsconn nuance or abandonment of utility service

Any utility proposing to discontinue or abandon utility service currently in use by the public shall prior to such
action obtain authority therefor from the Commission.

The utility shall include in the application, studies of past, present and prospective customer use of the subject ser-
vice, plant or facility asis necessary to support the application.

An application shall not be required to remove individual facilities where a customer has requested service discon-
tinuance.

R14-2-203. Establishment of Service
A. Information from new applicants

1. A utility may obtain the following minimum information from each new applicant for service:

a.  Name or names of applicant{s} or applicants.

b. Service address or location and telephone number.

c. Billing address/telephone number, if different than service address.

d. Address where service was provided previously.

e. Date applicant will be ready for service.

f. Indication of whether premises have been supplied with utility service previoudly.

0. Purposefor which serviceisto be used.

h. Indication of whether applicant is owner or tenant of or agent for the premises.

i. Information concerning the energy and demand requirements of the customer.

j- Typeand kind of life-support equipment, if any, used by the customer.

2. A utility may require a new applicant for service to appear at the utility’s designated place of business to produce
proof of identity and sign the utility’s application form.

3. Where service is requested by 2 or more individuals the utility shall have the right to collect the full amount owed
to the utility from any 1 of the applicants.

B. Deposits

1. A utility shall not require a deposit from a new applicant for residential service if the applicant is able to meet any
of the following requirements:

a. The applicant has had service of a comparable nature with the utility within the past 2 years and was not delin-
guent in payment more than twice during the last 12 consecutive months or disconnected for nonpayment.

b. The applicant can produce a letter regarding credit or verification from an electric utility where service of a
comparable nature was last received which states applicant had a timely payment history at time of service dis-
continuance.

c. Inlieu of a deposit, a new applicant may provide a Letter of Guarantee from a governmental or nonprofit entity
or a surety bond as security for the utility.

2. The utility mayshallissue a nonnegotiable receipt to the applicant for the deposit. The inability of the customer to
produce such a receipt shall in no way impair his or her right to receive a refund of the deposit which is reflected on
the utility’s records.

3. Deposits shall be interest bearing; the interest rate and method of calculation shall be filed with and approved by
the Commission in a tariff proceeding.

4. Each utility shall file a deposit refund procedure with the Commission, subject to Commission review and approval
during a tariff proceeding. However, each utility’s refund policy shall include provisions for residential deposits
and accrued interest to be refunded or letters of guarantee or surety bonds to expire after 12 months of service if the
customer has not been delinquent more than twice in the payment of utility bills.

5. A utility may require a residential customer to establish or reestablish a deposit if the customer becomes delinquent
in the payment of 2 bills within a 12-consecutive- month period or has been disconnected for service during the last
12 months.

6. The amount of a deposit required by the utility shall be determined according to the following terms:

a. Residential customer deposits shall not exceed 2 times that customer’s estimated average monthly bill.
b. Nonresidential customer deposits shall not exceed 2 1/2 times that customer’s estimated maximum monthly
bill.
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The utility may review the customer’s usage after service has been connected and adjust the deposit amount based
upon the customer’s actual usage.

A separate deposit may be required for each meter installed.

If a utility Distribution Company’s customer with an established deposit elects to take competitive services from an
Electric Service Provider, and is not currently delinquent in payments to the Utility Distribution Company, the Util-

ity Distribution Company will refund a portion of the customer’s deposit in proportion to the expected decrease in
monthly billing. A customer returning to Standard Offer Service may be required to increase an established deposit
in proportion to the expected increase in monthly billing.

C. Grounds for refusal of service
A utility may refuse to establish service if any of the following conditions exist:

1.

2.

3.

4.
5.

6.

The applicant has an outstanding amount due for the same class of utility service with the utility, and the applicant
is unwilling to make arrangements with the utility for payment.

A condition exists which in the utility’s judgment is unsafe or hazardous to the applicant, the general population, or
the utility’s personnel or facilities.

Refusal by the applicant to provide the utility with a deposit when the customer has failed to meet the credit criteria
for waiver of deposit requirements.

Customer is known to be in violation of the utility’s tariffs filed with the Commission.

Failure of the customer to furnish such funds, service, equipmerny aigtits-of-way necessary to serve the cus-
tomer and which have been specified by the utility as a condition for providing service.

Applicant falsifies theihis-er-helidentity for the purpose of obtaining service.

D. Service establishments, re-establishments or reconnection charge

1. Each utility may make a charge as approved by the Commission for the establishment, reestablishment, or recon-
nection of utility services, including transfers between Electric Service Providers.

2. Should service be established during a period other than regular working hours at the customer’s request, the cus-
tomer may be required to pay an after-hour charge for the service connection. Where the utility scheduling will not
permit service establishment on the same day requested, the customer can elect to pay the after-hour charge for
establishment that day or the customéigsservice will be established on the next available normal working day.

3. For the purpose of this rule, the definition of service establishments are where the customer’s facilities are ready
and acceptable to the utility and the utility needs only to install a meter, read a meter, or turn the service on.

4. Service establishments with an Electric Service Provider will be scheduled for the next regular meter read date if
the direct access service request is provigledessed5 calendar days prior to that date and appropriate metering
equipment is in place. If a direct access service request is made in less than 15 days prior to the next regular read
date, service will be established at the next regular meter read date thereafter. The utility may offer after-hours or
earlier service for a fee. This section shall not apply to the establishment of new service but is limited to a change of
providers of existing electric service.

E. No change.

1. No change.

2. No change.

3. No change.

4. No change.

R14-2-204. Minimum Customer Information Requirements
A. Information for residential customers

1.

A utility shall make available upon customer request not later_th&® &i&ys from the date of request a concise

summary of the rate schedule applied for by such customer. The summary shall include the following:

a. The monthly minimum or customer charge, identifying the amount of the charge and the specific amount of
usage included in the minimum charge, where applicable.

b. Rate blocks, where applicable.

c. Any adjustment factor and method of calculation.

The utility shall to the extent practical identify its tariff that is most advantageous to the customer and notify the

customer of such prior to service commencement.

In addition, a utility shall make available upon customer request, not later than 60 days from date of service com-

mencement, a concise summary of the utility’s tariffs or the Commission’s rules and regulations concerning:

a. Deposits

b. Termination of service

c. Billing and collection

d. Complaint handling.

Each utility upon request of a customer shall transmit a written statement of actual consumption by such customer

for each billing period during the prior 12 months unless such data is not reasonably ascertainable.

Each utility shall inform all new customers of their right to obtain the information specified above.
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B. No change.
1. Nochange.
2. Nochange.

R14-2-205. Master Metering
A. Mobile home parks -- new construction/expansion
1. A utility shall refuse service to al new construction anefor expansion of existing permanent residential mobile
home parks unless the construction andfor expansion isindividually metered by the utility. Line extensions and ser-
vice connections to serve such expansion shall be governed by the line extension and service connection tariff of
the appropriate utility.
2. Permanent residential mobile home parks for the purpose of this rule shall mean mobile home parks where, in the
opinion of the utility, the average length of stay for an occupant is a minimum of 6 months.
3. For the purpose of this rule, expansion means the acquisition of additional real property for permanent residential
spaces in excess of that existing at the effective date of thisrule.
B. Residential apartment complexes, condominiums, and other multiunit residential buildings
1. Master metering shall not be allowed for new construction of apartment complexes and condominiums unless the
building€sy or buildings will be served by a centralized heating, ventilation andfor air conditioning system and the
contractor can provide to the utility an analysis demonstrating that the central unit will result in a favorable cost/
benefit relationship.
2. At aminimum, the cost/benefit analysis should consider the following elements for a central unit as compared to
individual units:
Equipment and labor costs,
Financing costs,
Maintenance costs,
Estimated kwh usage,
Estimated kw demand on a coincident demand and noncoincident demand basis (for individual units),
Cost of meters and installation, and
g. Customer accounting cost (one account vs. several accounts).
R14-2-206. ServiceLinesand Establishments

OIS L

A. No change.
1. Nochange.
2. Nochange.
3. Nochange.
4. No change.
5. No change.
6. Nochange.

B. Servicelines

1. Customer provided facilities

a. Each applicant for services shall be responsible for al inside wiring including the service entrance and meter
socket.

b. Metersand service switches in conjunction with the meter shall be installed in alocation where the meters will
be readily and safely accessible for reading, testing and inspection and where such activities will cause the
least interference and inconvenience to the customer. However, the meter locations shall not be on the front
exterior wall of the home; or in the carport or garage, unless mutually agreed to between the home builder or
customer and the utility. The customer shall provide, without cost to the utility, at a suitable and easily accessi-
ble location, sufficient and proper space for installation of meters.

c. Where the meter or service line location on the customer’s premises is changed at the request of the customer
or due to alterations on the customer’s premises, the customer shall provide and have installed at his expense
all wiring and equipment necessary for relocating the meter and service line connection and the utility may
make a charge for moving the meter-andérvice line.

2. Company provided facilities

a. Each utility shall file for Commission approval, a service line tariff which defines the maximum feetagre and/
equipment allowance to be provided by the utility at no charge. The maximum feetage endpment
allowance may be differentiated by customer class.

b. The cost of any service line in excess of that allowed at no charge shall be paid for by the customer as a contri-
bution in aid of construction.

c. A customer requesting an underground service line in an area served by overhead facilities shall pay for the
difference between an overhead service connection and the actual cost of the underground connection as a non-
refundable contribution.

C. Easements and rights-of-way
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Each customer shall grant adequate easement and right-of-way satisfactory to the utility to ensure that customer’s
proper service connection. Failure on the part of the customer to grant adequate easement and right-of-way shall be
grounds for the utility to refuse service.

When a utility discovers that a customer_or custorfés'agent is performing work or has constructed facilities
adjacent to or within an easement or right-of-way and such work, construction or facility poses a hazard or is in
violation of federal, state or local laws, ordinances, statutes, rules or regulations, or significantly interferes with the
utility’s access to equipment, the utility shall notify the customer or customisragent and shall take whatever

actions are necessary to eliminate the hazard, obstruction or violation at the customer’s expense.

R14-2-207. Line Extensions
A. No change.

1.

3
4
5.
6.
B. Mi
1.

2.

No change.
No change.
No change.
No change.
No change.
No change.

nimum written agreement requirements

Each line extension agreement shall, at a minimum, include the following information:

Name and address of applicantisapplicants;

Proposed service address or location;

Description of requested service;

Description and sketch of the requested line extension;

A cost estimate to include materials, labor, and other costs as necessary;

Payment terms;

A concise explanation of any refunding provisions, if applicable;

The utility’s estimated start date and completion date for construction of the line extension; and
A summary of the results of the economic feasibility analysis performed by the utility to determine the amount
of advance required from the applicant for the proposed line extension.

Each applicant shall be provided with a copy of the written line extension agreement.

Ts@moooTe

C. Line extension requirements

1. Each line extension tariff shall include the following provisions:

a. A maximum footage-arl equipment allowance to be provided by the utility at no charge. The maximum
footage-andr equipment allowance may be differentiated by customer class.

b. An economic feasibility analysis for those extensions which exceed the maximum feetageeguighment
allowance. Such economic feasibility analysis shall consider the incremental revenues and costs associated
with the line extension. In those instances where the requested line extension does not meet the economic fea-
sibility criteria established by the utility, the utility may require the customer to provide funds to the utility,
which will make the line extension economically feasible. The methodology employed by the utility in deter-
mining economic feasibility shall be applied uniformly and consistently to each applicant requiring a line
extension.

c. The timing and methodology by which the utility will refund any advances in aid of construction as additional
customers are served off the line extension. The customer may request an annual survey to determine if addi-
tional customers have been connected to and are using service from the extension. In no case shall the amount
of the refund exceed the amount originally advanced.

d. All advances in aid of construction shall be noninterest bearing.

e. If after 5five years from the utility’s receipt of the advance, the advance has not been totally refunded, the
advance shall be considered a contribution in aid of construction and shall no longer be refundable.

D. No change.
E. Single phase underground extensions in subdivision developments
1. Extensions of single phase electric lines necessary to furnish permanent electric service to new residential buildings
or mobile homes within a subdivision, in which facilities for electric service have not been constructed, for which
applications are made by a developer shall be installed underground in accordance with the provisions set forth in
this rule except where it is not feasible from an engineering, operational, or economic standpoint.
2. Rights-of-way easements

a. The utility shall construct or cause to be constructed and shall own, operate and maintain all underground elec-
tric distribution and service lines along public streets, roads and highways and on public lands and private
property which the utility has the legal right to occupy.

b. Rights-of-way and easements suitable to the utility must be furnished by the developer at no cost to the utility
and in reasonable time to meet service requirements. No underground electric facilities shall be installed by a
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utility until the final grades have been established and furnished to the utility. In addition, the easement strips,
alleys and streets must be graded to within 6 inches of final grade by the devel oper before the utility will com-
mence construction. Such clearance and grading must be maintained by the developer during construction by
the utility.

c. If, subsequent to construction, the clearance or grade is changed in such away as to require relocation of the
underground facilities or results in damage to such facilities, the cost of such relocation angfor resulting repairs
shall be borne by the developer.

3. Installation of single phase underground electric lines within a subdivision

a. The developer shall provide the trenching, backfill (including any imported backfill required), compaction,
repaving, and any earthwork for pull boxes and transformer pad sites required to install the underground elec-
tric system al in accordance with the specifications and schedules of the utility.

b. Each utility shall inspect the trenching provided by the developer within 24 hours after amutually agreed upon
trench opening date, and allow for phased inspection of trenching as mutually agreed upon by the devel oper
and utility. In all cases, the utility shall make every effort to expedite the inspection of developer provided
trenching. The utility shall assume responsibility for the trench within 3 working days after the utility has
inspected and approved the trenching.

c. The utility shall install or cause to be installed underground electric lines and related equipment in accordance
with the applicable provisions of the 1997 edition (and no future editions) of ANSI C2 (National Electrical
Safety Code) with sufficient capacity and suitable materials which shall assure adequate and reasonable elec-
tric service in the foreseeable future. ANSI C2 isincorporated by reference, and on file with the Office of the
Secretary of State. Copies are available from the Institute of Electrical and Electronic Engineers, Inc., 345 East
47th Street, New York, New York 10017.

d. Underground service lines from underground residential distribution systems shall be owned, operated and
maintained by the utility, and shall be installed pursuant to its effective underground line extension and service
connection tariffs on file with the Commission.

4. Specia conditions

a.  When the application of any of the provisions of R14-2-207(E) appears to either party not to be feasible from
an engineering, operational or economic standpoint, the utility or the developer may refer the matter to the
Commission for a determination as to whether an exception to the underground policy expressed within the
provisions of this rule is warranted. Interested 3rd parties may present their views to the Commission in con-
junction with such referrals.

b. Notwithstanding any provision of this regulation to the contrary, no utility shall construct overhead single
phase electric linesin any new subdivision to which this rule is applicable and which is contiguous to another
subdivision in which electric service is furnished underground without the approval of the Commission.

c. Underground service lines installed pursuant to this rule (R14-2-207(E)) and accepted by the utility shall not
be replaced with an overhead distribution pole line except upon a verified application of the utility, as stated in
R14-2-207(E)(4)(a).

5. Nonapplicability

a.  Any underground electric distribution system requiring more than single phase service is not covered by this
regulation and shall be constructed pursuant to the effective line extension rules and regulations or policies of
the affected utility on file with the Commission.

b. If there are 1 or more is-an existing distribution pole lines or Hxe(sy on or across a recorded subdivision at the
time of the application for electrical service for the subdivision and the line will be utilized in the subdivision.
(Thiswould not apply if the pole line were serving a building or groups of buildings or any other type of ser-
vice which would be removed before construction is finished.)

c. A distribution pole line that parallels a boundary of a subdivision and this line can serve lots within the subdi-
vision.

d. Subdivisions recorded prior to the effective date of this rule shall be governed by the terms and conditions of
R14-2-207(E).

F.  No change.
R14-2-208. Provision of Service
A. Utility responsibility
1. Each utility shall be responsible for the safe transmission andfer distribution of electricity until it passes the point

of delivery to the customer.

2. The entity having control of the meter shall be responsible for maintaining in safe operating condition all meters,
equipment, and fixtures installed on the customer’s premises by the entity for the purposes of delivering electric
service to the customer.
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3. The Utility Distribution Company may, at its option, refuse service until the customer has obtained al required per-
mits andfer inspections indicating that the customer’s facilities comply with local construction and safety stan-
dards.

Customer responsibility

1. Each customer shall be responsible for maintaining all customer facilities on the customer’s side of the point of
delivery in safe operating condition.

2. Each customer shall be responsible for safeguarding all utility property installed in or on the customer’s premises
for the purpose of supplying utility service to that customer.

3. Each customer shall exercise all reasonable care to prevent loss or damage to utility property, excluding ordinary
wear and tear. The customer shall be responsible for loss of or damage to utility property on the customer’s pre-
mises arising from neglect, carelessness, or misuse and shall reimburse the utility for the cost of necessary repairs
or replacements.

4. Each customer shall be responsible for payment for any equipment damage and estimated unmetered usage result:
ing from unauthorized breaking of seals, interfering, tampering-abglfssing the utility meter.

5. Each customer shall be responsible for notifying the utility of any equipment failure identified in the utility’s equip-

ment.
No change.
No change.
1. No change.
2. No change.
3. No change.
4. No change.
5. No change.
Curtailment

Each utility shall file with the Commission as a part of its general tariffs a procedural plan for handling severe supply
shortages or service curtailments. The plan shall provide for equitable treatment of individual customer classes in the
most reasonable and effective manner given the existing circumstances. When the availability of service is so restricted
that the reduction of service on a proportionate basis to all customer classes will not maintain the integrity of the total
system, the utility shall develop procedures to curtail service giving service priority to those customeiatahimr

classes where health, safety and welfare would be adversely affected.

No change.

1. No change.

2. No change.

R14-2-209. Meter Reading

A.

C.

No change.
1. No change.
. No change.

3. No change.

4. No change.

5. No change.

6. No change.

7. No change.

8. No change.

9. No change.

No change.

1. No change.

2. No change.

3. No change.

4. No change.

5. No change.

Meter rereads
Each utility or Meter Reading Service Provider shall at the request of a customer, or the customer’s Electric Service
Provider, Utility Distribution Company (as defined in A.A.C. R14-2-1601), or billing entity reread that customer’s
meter within 10 working days after such a request.

2. Any reread may be charged to the customer, or the customer’s Electric Service Provider, Utility Distribution Com-
pany (as defined in R14-2-1601), or billing entity making the recaiestate on file and approved by the Commis-
sion, provided that the original reading was not in error.

3. When a reading is found to be in error, the reread shall be at no charge to the customer, or the customer’s Electric
Service Provider, Utility Distribution Company (as defined in R14-2-1601), or billing entity.
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D. No change.

E. Maeter testing and maintenance program. Each utility shall file with the Commission a plan for the routine maintenance
and replacement of meters which meets the requirements of the 1995 edition (and no future editions) of ANSI C12.1
(American National Standard Code for Electricity Metering), incorporated by reference and on file with the Office of
the Secretary of State. Copies are available from the Institute of Electrical and Electronics Engineers, Inc., 345 East
47th Street, New York, New York 10017.

F.  No change.

R14-2-210. Billing and Collection

A. Frequency and estimated bills

1

Unless otherwise approved by the Commission, the utility or billing entity shall render abill for each billing period

to every customer in accordance with its applicable rate schedule and may offer billing options for the services ren-

dered. Meter readings shall be scheduled for periods of not less than 25 days or more than 35 days without cus-

tomer authorization. If the utility or Meter Reading Service Provider changes a meter reading route or schedule

resulting in asignificant alteration of billing cycles, notice shall be given to the affected customers.

Each billing statement rendered by the utility or billing entity shall be computed on the actual usage during the bill-

ing period. If the utility or Meter Reading Service Provider is unable to obtain an actual reading, the utility or bill-

ing entity may estimate the consumption for the billing period giving consideration the following factors where

applicable:

a. The customer’s usage during the same month of the previous year,

b. The amount of usage during the preceding month.

Estimated bills will be issued only under the following conditions unless otherwise approved by the Commission:

a. When extreme weather conditions, emergencies, or work stoppages prevent actual meter readings.

b. Failure of a customer who reads his own meter to deliver his meter reading to the utility or Meter Reading Ser-
vice Provider in accordance with the requirements of the utility or Meter Reading Service Provider billing
cycle.

c. When the utility or Meter Reading Service Provider is unable to obtain access to the customer’s premises for
the purpose of reading the meter, or in situations where the customer makes it unnecessarily difficult to gain
access to the meter, that is, locked gates, blocked meters, vicious or dangerous—anirifaise eifility or
Meter Reading Service Provider is unable to obtain an actual reading for these reasons, it shall undertake rea-
sonable alternatives to obtain a customer reading of the meter.

d. Due to customer equipment failure, a 1-month estimation will be allowed. Failure to remedy the customer
equipment condition will result in penalties for Meter Service Providers as imposed by the Commission.

e. To facilitate timely billing for customers using load profiles.

After the 3rd consecutive month of estimating the customer’s bill due to lack of meter access, the utility or Meter

Reading Service Provider will attempt to secure an accurate reading of the meter. Failure on the part of the cus-

tomer to comply with a reasonable request for meter access may lead to discontinuance of service.

A utility or billing entity may not render a bill based on estimated usage if:

a. The estimating procedures employed by the utility or billing entity have not been approved by the Commis-
sion.

b. The billing would be the customer’s 1st or final bill for service.

c. The customer is a direct-access customer requiring load data.

d. The utility can obtain customer-supplied meter readings to determine usage.

When a utility or billing entity renders an estimated bill in accordance with these rules, it shall:

a. Maintain accurate records of the reasons therefore and efforts made to secure an actual reading;

b. Clearly and conspicuously indicate that it is an estimated bill and note the reason for its estimation.

B. Combining meters, minimum bill information

1.

Each meter at a customer’s premise will be considered separately for billing purposes, and the readings of 2 or
more meters will not be combined unless otherwise provided for in the utility’s tariffs. This provision does not
apply in the case of aggregation of competitive services as described in R14-2-1601.

Each bill for residential service will contain the following minimum information:

a. The beginning and ending meter readings of the billing period, the dates thereof, and the number of days in the
billing period,;

The date when the bill will be considered due and the date when it will be delinquent, if not the same;

Billing usage, demand (if measurglbasic monthly service charge, and total amount due;

Rate schedule number or service offer;

Customer’s name and service account number;

Any previous balance;

Fuel adjustment cost, where applicable;

License, occupation, gross receipts, franchise, and sales taxes;

se~oooCT
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i. The address and telephone numbers of the Electric Service Provider, and/or the Utility Distribution Company,
designating where the customer may initiate an inquiry or complaint concerning the bill or services rendered;

j- The Arizona Corporation Commission address and toll-free telephone numbers;

k. Other unbundled rates and charges.

C. Billingterms

1. All billsfor utility services are due and payable no later than 15 days from the date of the bill. Any payment not
received within this time-frame shall be considered delinquent and could incur a late payment charge.

2. For purposes of thisrule, the date a hill is rendered may be evidenced by:

a.  The postmark date;

b. The mailing date;

c. Thehilling date shown on the bill (however, the billing date shall not differ from the postmark or mailing date
by more than 2 days); and

d. Thetransmission date for electronic bills.

3. All delinquent bills shall be subject to the provisions of the utility’s termination procedures.

4. All payments shall be made at or mailed to the office of the utility or to the utility’s authorized payment agency or
the office of the billing entity. The date on which the utility actually receives the customer’s remittance is consid-
ered the payment date.

D. No change.

1. No change.

2. No change.

3. No change.

4. No change.

5. No change.

E. Meter error correctlons

1.

, j i , [ ybe-charged to
theeeus%emer—ﬁ—tha‘ a testedneter is found to be more than 3% in error, e|ther fast or slow the correct|on of pre-
vious bills will be made under the following terms allowing the utility or billing entity to recover or refund the dif-
ference:

a. If the date of the meter error can be definitely fixed, the utility or billing entity shall adjust the customer’s bill-
ings back to that date. If the customer has been underbilled, the utility or billing entity will allow the customer
to repay this difference over an equal length of time that the underbillings occurred. The customer may be
allowed to pay the backbill without late payment penalties, unless there is evidence of meter tampering or
energy diversion.

b. Ifitis determined that the customer has been overbilled and there is no evidence of meter tampering or energy
diversion, the utility or billing entity will make prompt refunds in the difference between the original billing
and the corrected billing within the next billing cycle.

2. No adjustment shall be made by the utility except to the customer last served by the meter tested.

3. Any underbilling resulting from a stopped or slow meter, utility or Meter Reading Service Provider meter reading
error, or a billing calculation shall be limited to 3 months for residential customers and 6 months for nonresidential
customers. However, if an underbilling by the utility occurs due to inaccurate, false, or estimated information from
a 3rd party, then that utility will have a right to backbill that 3rd party to the point in time that may be definitely
fixed, or 12 months. No such limitation will apply to overbillings.

F.  No change.

1. No change.

2. No change.

3. No change.

G. Levelized billing plan
1. Each utility may, at its option, offer its+esidentiastomers a levelized billing plan.
2. Each utility offering a levelized billing plan shall develop, upon customer request, an estimate of the customer’s

levelized billing for a 12-month period based upon:

a. Customer’s actual consumption history, which may be adjusted for abnormal conditions such as weather varia-
tions.

b. For new customers, the utility will estimate consumption based on the customer’s anticipated load require-
ments.

c. The utility’s tariff schedules approved by the Commission applicable to that customer’s class of service.
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The utility shall provide the customer a concise explanation of how the levelized billing estimate was developed,

the impact of levelized billing on a customer’s monthly utility bill, and the utility’s right to adjust the customer’s
billing for any variation between the utility’s estimated billing and actual billing.

For those customers being billed under a levelized billing plan, the utility shall show, at a minimum, the following
information on their monthly bill:

a. Actual consumption,

b. Dollar amount due for actual consumption,

c. Levelized billing amount due, and

d. Accumulated variation in actual-versus-levelized billing amount.

The utility may adjust the customer’s levelized billing in the event the utility’s estimate of the customer’s usage or
cost should vary significantly from the customer’s actual usage or cost; such review to adjust the amount of the lev-
elized billing may be initiated by the utility or upon customer request.

H. Deferred payment plan

1. Each utility may, prior to termination, offer to qualifying residential customers a deferred payment plan for the cus-
tomer to retire unpaid bills for utility service.

2. Each deferred payment agreement entered into by the utility and the customer shall provide that service will not be
discontinued if:

a. Customer agrees to pay a reasonable amount of the outstanding bill at the time the parties enter into the
deferred payment agreement.

b. Customer agrees to pay all future bills for utility service in accordance with the billing and collection tariffs of
the utility.

c. Customer agrees to pay a reasonable portion of the remaining outstanding balance in installments over a period
not to exceed 6 months.

3. For the purposes of determining a reasonable installment payment schedule under these rules, the utility and the
customer shall give consideration to the following conditions:

a. Size of the delinquent account,

b. Customer’s ability to pay,

c. Customer’s payment history,

d. Length of time that the debt has been outstanding,

e. Circumstances which resulted in the debt being outstanding, and

f.  Any other relevant factors related to the circumstances of the customer.

4. Any customer who desires to enter into a deferred payment agreement shall establish such agreement prior to the
utility’s scheduled termination date for nonpayment of bills. The customer’s failure to execute such an agreement
prior to the termination date will not prevent the utility from disconnecting service for nonpayment.

5. Deferred payment agreements may be in writing and may be signed by the customer and an authorized utility rep-
resentative.

6. A deferred payment agreement may include a finance charge as approved by the Commission in a tariff proceeding.

7. If a customer has not fulfilled the terms of a deferred payment agreement, the utility shall have the right to discon-
nect service pursuant to the utility’s termination of service rules. Under such circumstances, it shall not be required
to offer subsequent negotiation of a deferred payment agreement prior to disconnection.

I. No change.

1. No change.

2. No change.

3. No change.

R14-2-212. Administrative and Hearing Requirements
A. Customer service complaints

1.

2.

3.

Each utility shall make a full and prompt investigation of all service complaints made by its customers, either
directly or through the Commission.

The utility shall respond to the complainant-anttierCommission representative withifive working days as to

the status of the utility investigation of the complaint.

The utility shall notify the complainant andtbe Commission representative of the final disposition of each com-
plaint. Upon request of the complainant or the Commission representative, the utility shall report the findings of its
investigation in writing.

The utility shall inform the customer of his right of appeal to the Commission.

Each utility shall keep a record of all written service complaints received which shall contain, at a minimum, the
following data:

a. Name and address of the complainant;

b. Date and nature of the complaint;

c. Disposition of the complaint; and
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d. A copy of any correspondence between the utility, the customer, andfer the Commission.
This record shall be maintained for a minimum period of 1 ere year and shall be available for inspection by the
Commission.

B. Customer hill disputes

1. Any utility customer who disputes a portion of abill rendered for utility service shall pay the undisputed portion of
the bill and notify the utility’s designated representative that such unpaid amount is in dispute prior to the delin-
guent date of the bill.

2. Upon receipt of the customer notice of dispute, the utility shall:

a. Notify the customer within five working days of the receipt of a written dispute notice.

b. Initiate a prompt investigation as to the source of the dispute.

c. Withhold disconnection of service until the investigation is completed and the customer is informed of the
results. Upon request of the customer the utility shall report the results of the investigation in writing.

d. Inform the customer of his right of appeal to the Commission.

3. Once the customer has received the results of the utility’s investigation, the customer shall submit payment within
5 five working days to the utility for any disputed amounts. Failure to make full payment shall be grounds for ter-
mination of service.

C. Commission resolution of service andlolt disputes

1. In the event a customer and utility cannot resolve a servicerdnitl/dispute, the customer shall file a written
statement of dissatisfaction with the Commission; by submitting such notice to the Commission, the customer shall
be deemed to have filed an informal complaint against the utility.

2. Within 30 days of the receipt of a written statement of customer dissatisfaction related to a service or bill dispute, a
designated representative of the Commission shall endeavor to resolve the dispute by correspendetete-and/
phone with the utility and the customer. If resolution of the dispute is not achieved within 20 days of the Commis-
sion representative’s initial effort, the Commission shall hold an informal hearing to arbitrate the resolution of the
dispute. The informal hearing shall be governed by the following rules:

a. Each party may be represented by legal counsel, if desired.

b. All such informal hearings may be recorded or held in the presence of a stenographer.

c. All parties will have the opportunity to present written or oral evidentiary material to support the positions of
the individual parties.

d. All parties and the Commission’s representative shall be given the opportunity for cross-examination of the
various parties.

e. The Commission’s representative will render a written decision to all parties wikevBorking days after
the date of the informal hearing. Such written decision of the arbitrator is not binding on any of the parties and
the parties will still have the right to make a formal complaint to the Commission.

3. The utility may implement normal termination procedures if the customer fails to pay all bills rendered during the
resolution of the dispute by the Commission.

4. Each utility shall maintain a record of written statements of dissatisfaction and their resolution for a minimum of 1
eneyear and make such records available for Commission inspection.

D. Notice by utility of responsible officer or agent

1. Each utility shall file with the Commission a written statement containing the name, address (business, residence
and post office) and telephone numbers (business and residence) of atdeastfficer, agent or employee
responsible for the general management of its operations as a utility in Arizona.

2. Each utility shall give naotice, by filing a written statement with the Commission, of any change in the information
required herein within Bve days from the date of any such change.

E. Time-frames for processing applications for Certificates of Convenience and Necessity

1. This rule prescribes time-frames for the processing of any application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pursuant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.

2. Within 120 calendar days after receipt of an application for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administratively complete or deficient. If the application is deficient,
the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4. After receipt of a corrected application, staff shall notify the applicant within 30 calendar days if the corrected
application is either administratively complete or deficient. The time-frame for administrative completeness review
shall be suspended from the time the notice of deficiency is issued until staff determines that the application is com-
plete.
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5. Within 150 days after an application is deemed administratively complete, the Commission shall approve or reject
the application.

6. For purposes of A.R.S. 8§ 41-1072 et seq., the Commission has established the following time-frames:
a. Administrative completeness

review time-frame: 120 calendar days;
b. Substantive review

time-frame: 150 calendar dayand
c. Overall time-frame: 270 calendar days.

7. If an applicant requests, and is granted, an extension or continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the extension or continuance.

8. During the substantive review time-frame, the Commission may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-frame rules.

F.  No change.
1. No change.
2. No change.
3. No change.

G. No change.
1. No change.
2. No change.
3. No change.
4. No change.
5. No change.
6. No change.

H. No change.

I. No change.

J.  No change.

ARTICLE 16. RETAIL ELECTRIC COMPETITION

R14-2-1601. Definitions
In this Article, unless the context otherwise requires:
1. “Affected Utilities” means the following public service corporations providing electric service:
Tucson Electric Power Company, Arizona Public Service Company, Citizens Utilities Company, Arizona Elec-
tric Power Cooperative, Trico Electric Cooperative, Duncan Valley Electric Cooperative, Graham County
Electric Cooperative, Mohave Electric Cooperative, Sulphur Springs Valley Electric Cooperative, Navopache
Electric Cooperative, Ajo Improvement Company, and Morenci Water and Electric Company.
2. “Aggregation” means the combination and consolidation of loads of multiple customers.
3.2 “Aggregator” means an Electric Service Provider that, as part of its bustoeskines retail electric customers
into a purchasing group.
4. ‘“Ancillary Services” means those services designated as ancillary services in Federal Energy Regulatory Commis-
sion Order 888, including the services necessary to support the transmission of electricity from resource to load
while maintaining reliable operation of the transmission system in accordance with good utility practice.

5.3 “Bundled Service” means electric service provided as a package to the consumer including all generation, trans-
mission, distribution, ancillary and other services necessary to deliver and measure useful electric energy and
power to consumers.

65. “Competltlon Transmon Charge“ (CTC) is a means of recoverlng Strandedeests—ﬁrem—th&eusteme.t&ei competi-
tive-services

7.6 “Competitive Services” means all aspects of retail electric service except those services specifically defined as
“Noncompetitive Services*rencompetitive—servicespursuant to R14-2-1601(2729)-or noncompetitive ser-
vices as defined by the Federal Energy Regulatory Commission

8. “Consumer Educatiolfermaties! is the provision ofimpartial information-previdedo consumers about compe-
tition or Competitive and Noncompetitive Serviaesnpetitive-and-nonrcempetitive-serviaayd is distinct from
advertising and marketing.

9.7 “Control Area Operator” is the operator of an electric system or systems, bounded by interconnection metering and
telemetry, capable of controlling generation to maintain its interchange schedule with other such systems and con-
tributing to frequency regulation of the interconnection.

109 “Current Transformer” (CT) is an electrical device used in conjunction with an electric meter to provide a mea-
surement of energy consumption for metering purposes.
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11. “Delinquent Accounts” means customer accounts with outstanding past-due payment obligations that remain
unpaid after the due date.

1210.“Direct Access Service Request” (DASR) means a form that contains all necessary billing and metering informa-
tion to allow customers to switch electric service providers. This form must be submitted to the Utility Distribution
Company by the customer’s Electric Service Provider-orthe-customer

1312 “Distribution Primary Voltage” is voltage as defined under the Affected Utility’s Federal Energy Regulatory
Commission (FERC) Open Access Transmission Tariff, except for Meter Service Providers, for which Distribution
Primary Voltage is voltage at or above 600 volts (600V) through and including 25 kilovolts (25 kV).

1443. “Distribution Service” means the delivery of electricity to a retail consumer through wires, transformers, and
other devices that are not classified as transmission services subject to the jurisdiction of the Federal Energy Regu-
latory Commission; Distribution Service excludes Metering Services, Meter Reading Services, and billing and col-
lection services, as those terms are used herein.

15. “Electric Service Provider” (ESP) means a company supplying, marketing, or brokering at retail any Competitive
SerwceseHh&eempemwe%eﬂﬂee&dese%e%#Ré%&éO%—eFRé%mﬁuam to a Certificate of Conve-
nience and Necessity.

16. “Electric Service Provider Service Acquisition Agreement” or “Service Acquisition Agreement” means a contract
between an Electric Service Provider and a Utility Distribution Company to deliver power to retail end users or
between an Electric Service Provider and a Scheduling Coordinator to schedule transmission service.

1714, “Electronic Data Interchange” (EDI) is the computer-to-computer electronic exchange of business documents
using standard formats which are recognized both nationally and internationally.

181+ “Generation” means the production of electric power or contract rights to the receipt of wholesale electric power.

19418. “Green Pricing” means a program offered by an Electric Service Provider where customers elect to pay a rate
premium for-selargeneratedectricity generated by renewable sources

20419. “Independent Scheduling Administrator” (ISA) _is arprepesedentity, independent of transmission-owning
organizations, intended to facilitate nondiscriminatory retail direct access using the transmission system in Ari-
zona.

2120 “Independent System Operator” (ISO) is an independent organization whose objective is to provide nondiscrim-
inatory and open transmission access to the interconnected transmission grid under its jurisdiction, in accordance
with the Federal Energy Regulatory Commission principles of independent system operation.

222%. “Load Profiling” is a process of estimating a customer’s hourly energy consumption based on measurements of
similar customers.

2322 “Load-Serving Entity” means an Electric Service Provider, Affected Utility, or Utility Distribution Company,
excluding a Meter Service Provider, aMéter Reading Service Provider-erAggregators

2423 “Meter Reading Service” means all functions related to the collection and storage of consumption data.

2524 "Meter Reading Service Provider” (MRSP) means an entity providing Meter Reading Service, as that term is
defined herein and that reads meters, performs validation, editing, and estimation on raw meter data to create bill-
ing-ready meter data; translates billing-ready data to an approved format; posts this data to a server for retrieval by
billing agents; manages the server; exchanges data with market participants; and stores meter data for problem res-
olution.

2625:"Meter Service Provider” (MSP) means an entity providing Metering Service, as that term is defined herein.

27 26."Metering and Metering Service” means all functions related to measuring electricity consumption.

2827 “Must-Run Generating Units” are those local generatings that are required to run to maintain distribution
system reliability and toneet load requirements in times of congestion on certain portions of the interconnected
transmission grid.

elar elec-
ypays for the

29. “Noncompetitive Services” means Distribution Servéistribution-serviesStandard Offer Servicservicetrans-
mission, and-Federal-Energy-Regulatory-Commissionregamgadncillary services deemed to be non-competi-
tive by the Federal Energy Regulatory Commission, Must-Run Generating Units services, provision of customer
demand and energy data by an Affected Utility or Utility Distribution Company to Electric Service Proaittbrs,

thosetheseaspects of Meterlng Service set forth in R14-2- 1612@&999mpenen%s—ef§taﬂdard—9#epseﬂﬁee—shall
gant to R14-2-

30. “OASIS” is Open Access Same-Time Information System, which is an electronic bulletin board where transmis-
sion-related information is posted for all interested parties to access via the Internet to enable parties to engage in
transmission transactions.
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31. “Operating Reserve” means the generation capability above firm system demand used to provide for regulation,
load forecasting error, equipment forced and scheduled outages, and local area protection to provide system reli-
ability.

32. “Potential Transformer” (PT) is an electrical device used to step down primary voltages to 120V for metering pur-
poses.

33. “Provider of Last Resort” means a provider of Standard Offer Service to customers within the provider’s certifi-
cated area whose annual usage is 100,000 kWh or lesstanare not buying competitive services.

34. “Public Power Entity” incorporates by reference the definition set forth in A.R.S. § 30-801.16.

35.34"Retail Electric Customer” means the person or entity in whose name service is rendered.

36:35."Scheduling Coordinator” means an entity that provides schedules for power transactions over transmission or
distribution systems to the party responsible for the operation and control of the transmission grid, such as a Con-
trol Area Operator, Arizonindependent Scheduling Administrator, or Independent System Operator.

37.36'Self-Aggregation” is the action of a retail electric customer that combines its own metered loads into a single
purchase block.

c-by-thi j ici y-payments are

38. Standard Offer Serwéeneans Bundled SerV|ce offered by the Affected Utility or Utility Distribution Company
to all consumers in the Affected Utility’s or Utility Distribution Company’s service territory at regulated rates
including metering, meter reading, billinrandcollection services, demand side management services including but
not limited to time-of-useand-etherconsumer information services. All components of Standard Offer Service
shall be deemed noncompetitive as long as those components are provided in a bundled transaction under R14-2-
1606(A).

39. “Stranded Cost” includes:

a. The verifiable net difference between:

i. Thenet original costatueof all the prudent jurisdictional assets and obligations necessary to furnish elec-
tricity (such as generating plants, purchased power contracts, fuel contracts, and regulatory assets),
acquired or entered into prior to December 26, 1996, under traditional regulation of Affected Utilities; and

i. The market value of those assets and obligations directly attributable to the introduction of competition
under this Article;

b. Reasonable costs necessarily incurred by an Affected Utility to effectuate divestiture of its generation assets;

c. Reasonable employee severance and retraining costs necessitated by electric competition, where not otherwise
provided; and

d. Other transition and restructuring costs as approved by the Commission as part of the Affected Utility’s

Stranded Cost determination under R14-2-1607.

40. “System Benefits” means Commission-approved utility low income, demand side management, Consumer Educa-
tion, markettransformatiorenvironmental, renewables, long-term public benefit research and development, and
nuclear fuel disposal and nuclear power plant decommissioning programs, and other programs that may be
approved by the Commission from time to time

41. “Transmission Primary Voltage” is voltage above 25 kV as it relates to metering transformers.

42. “Transmission Service” refers to the transmission of electricity to retail electric customers or to electric distribution
facilities and that is so classified by the Federal Energy Regulatory Commission or, to the extent permitted by law,
so classified by the Arizona Corporation Commission.

43. “Unbundled Service” means electric service elements provided and priced separately, including, but not limited to,
such service elements as generation, transmission, distribution, Must Run Gensreti#ing, meter reading,
billing and collection, and ancillary services. Unbundled Service may be sold to consumers or to other Electric Ser-
vice Providers.

4446. “Universal Node Identifier” is a unique, permanent, identification number assigned to each service delivery
point.

4544 “Utility Distribution Company” (UDC) means the electric utility entity regulated by the Commission that oper-
ates, constructend maintains the distribution system for the delivery of power to the end user point of delivery on
the distribution system.

4645 “Utility Industry Group” (UIG) refers to a utility industry association that establishes national standards for data
formats.

R14-2-1602. Commencement of Comnetmon H+mg—ef—'Far+f—fu&ley—A—f—fuee@ed—U{-H+t-|-$
—1997.
A. An Affected Utility’s customers will be eligible for competitive electric serwces. subject to the phase-in schedule in

R14-2-1604, on the date set by Commission Order in each Affected Utility’s Stranded Cost and Unbundled Tariff pro-

ceeding.
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An Affected Utility's competitive electric affiliates or an affiliate of which it is a member shall not be permitted to offer
Competitive Services in any other Affected Utility’s service territory until the Commission has ordered the service area
of the potential competitor’s affiliated Affected Utility opened to competition.

R14-2-1603. Certificates of Convenience and Necessity

A.

@m

Any Electric Service Provider intending to supply Competitive Serdeegices-deseribed-in-R14-2-1605-0rR14-2-

1606,-otherthan-services-subject-to-federaljurisdictisimal] obtain a Certificate of Convenience and Necessity from
the Commlssmn pursuant to thls Artlcte—A—Gemﬁeate—Hm%mmed—M—eﬁeeH#eFmatm—semees—bﬂhﬂg—and collec-

60 egu 0-0 a-Certificate of
a 1citl Nn_A

with—subseetiee@{é)An Affected Ut|||ty need not apply fora Cert|f|cate of Convemence and Necessity to continue to
provide electric service in its service area during the transition period set forth in R14-2-1604. A Utility Distribution

Company providingAffeected-Utility-providing-distribution-an®tandard Offer Service, or services authorized in R14-

2-1615;servieeafter January 1, 2001, need not apply for a Certificate of Convenience and Necessity. All other Affected

Utility affiliates created in compliance with R14-2-1615@R3}4-2-1616{A)shall be required to apply for appropriate

Certificates of Convenience and Necessity.

Any company desiring such a Certificate of Convenience and Necessity shall file with the Docket Control Center the

required number of copies of an application. In support of the request for a Certificate of Convenience and Necessity,

the following information must be provided:

1. A description of the electric services which the applicant intends to offer;

2. The proper name and correct address of the applicant, and
a. The full name of the owner if a sole proprietorship,

b. The full name of each partner if a partnership,
c. Afull list of officers and directors if a corporation, or
d. A full list of the members if a limited liability corporation;

3. A tariff for each service to be provided that states the maximum rate and terms and conditions that will apply to the
provision of the service;

4. A description of the applicant’s technical ability to obtain and deliver electricity if appropriate pravide any
other proposed services;

5. Documentation of the financial capability of the applicant to provide the proposed services, including the most
recent income statement and balance sheet, the most recent projected income statement, and other pertinent finan:
cial information. Audited information shall be provided if available;

6. A description of the form of ownership (for example, partnership, corporation);

7. For an applicant that is an affiliate of an Affected Utility, a statement of whether the Affected Utility has complied
with the requirements of R14-2-1616, including the Commission Decision approving the Code of Conduct, where
applicable; and

8.7 Such other information as the Commission or the staff may request.

The applicant shall report in a timely manner during the application process any ctsagges{sin the information

initially reported to the Commission in the application for a Certificate of Convenience and Necessity.

No change.

At the time of filing for a Certificate of Convenience and Necessity, each applicant shall notify the Affected Utilities,

Ut|||ty Distribution Compames or an electric utility not subject to the jurisdiction of the Arizona Corporation Commis-

sion in whose service territories it wishes to offer service of the application by providing sezeimgnetificatiorof

the application ten the Affected Utilities, Utility Distribution Companies, or an electric utility not subject to the juris-

diction of the Arizona Corporation Commission. Prior to Commission action, each applicant shall provide written

notice to the Commission that it has provided notification to each of the respective Affected Utilities, Utility Distribu-
tion Companies, or an electric utility not subject to the jurisdiction of the Arizona Corporation Commission. The attach-
ment to the CC&N application should include a listing of the hames and addresses of the notified Affected Utilities,

Utility Distribution Companies or an electric utility not subject to the jurisdiction of the Arizona Corporation Commis-

sion.

No change.

The Commission may deny certification to any applicant who:

1. Does not provide the information required by this Article;

2. Does not possess adequate technical or financial capabilities to provide the proposed services;

3. Seeks certification as a Load-Serving Entity and @sesnot have arklectric Service Provider Service Acquisi-
tion Agreement with a Utility Distribution Company and Scheduling Coordinator, if the applicant is not its own
Scheduling Coordinator;

4. Fails to provide a performance bond, if required;

5. Fails to demonstrate that its certification will serve the public interest;
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Seeks certification as a L oad-Serving Entity and fails Faits to submit an executed Service Acquisition Agreement
with a Utility Distribution Company or a Scheduling Coordinator for approval by the Director, Utilities Division,
prior to the offering of service to potential customers.

H. A Request for approval of an executed Service Acquisition Agreement may be included with an application for a Certif-
icate of Convenience and Necessity. In al negotiations relative to Service Acquisition Agreements service-acguisition
agreements Affected Utilities or their successor entities are required to negotiate in good faith.

I. Every Electric Service Provider obtaining a Certificate of Convenience and Necessity under this Article shall obtain
certification subject to the following conditions:

1

2.
3.

e

o ~No O

The Electric Service Provider shall comply with all Commission rules, orders, and other requirements relevant to
the provision of electric serwcea%#elwanH&r&eu#eepLannmg

The Electric Service Provider shall maintain accounts and records as required by the Commission;

The Electric Service Provider shall file with the Director, Utilities Division, all financial and other reports that the
Commission may require and in aform and at such times as the Commission may designate;

The Electric Service Provider shall maintain on file with the Commission al current tariffs and any service stan-
dards that the Commission shall require;

The Electric Service Provider shall cooperate with any Commission investigation of customer complaints;

The Electric Service Provider shall obtain all necessary permits and licenses, including relevant tax licenses;:

The Electric Service Provider shall comply with all disclosure requirements pursuant to R14-2-1617 R14-2-1618;
Failure to comply with any of the above conditions may result in recision of the Electric Service Provider’s Certif-
icate of Convenience and Necessity.

J.  No change.
K. Time-frames for processing applications for Certificates of Convenience and Necessity

1.

7.

8.

This rule prescribes time-frames for the processing of any application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pursuant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.
Within 120 calendar days after receipt of an application for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administratively complete or deficient. If the application is deficient,
the notice shall specify all deficiencies.
Staff may terminate an application if the applicant does not remedy all deficiencies within 60 calendar days of the
notice of deficiency.
After receipt of a corrected application, staff shall notify the applicant within 30 calendar days if the corrected
application is either administratively complete or deficient. The time-frame for administrative completeness review
shall be suspended from the time the notice of deficiency is issued until staff determines that the application is com-
plete.
Within 180 calendar days after an application is deemed administratively complete, the Commission shall approve
or reject the application.
For purposes of A.R.S. § 41-1072, et seq., the Commission has established the following time-frames:
a. Administrative completeness review time-frame:
120 calendar days;

b. Substantive review

time-frame: 180 calendar days;
c. Overall time-frame: 300 calendar days.
If an applicant requests, and is granted, an extension or continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the extension or continuance.
During the substantive review time-frame, the Commission may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-frame rules.

R14-2-1604. Competitive Phases
A. At the date established under R14-2-1602(A), dsmthAffected Utility shall make available at least 20% of its 1995

system retail peak demand for competitive generation supply on a first-come, first-served basis as further described in
this rule. First-come, first-served, for the purpose of this rule, shall be determined for nonresidential customers by the
date and time of an Electric Service Provider’s filing of a Direct Access Service Request with the Affected Utility or
Utility Distribution Company. The effective date of the Direct Access Service Request must be witldié diys of

the filing date of the Direct Access Service Request. Residential customer selection will be determined under approved
residential phase-in programs as specified in subsection (B)(4).

1.

All Affected Utility customers with single premis@ncoincident peak demand load of 1 MW or greater will be eli-
gible for competitive electric services upon the commencement of competitidater-thanr-January-1-199us-

tomers meeting this requirement shall be eligible for competitive services until at least 20% of the Affected
Utility's 1995 system peak demand is served by competition.
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2. Any class of customer may aggregate into a minimum combined load of 1 MW or greater within an Affected Util-
ity’s service territory and be eligible for competitive electric services. From the commencement of competition
under R14-2-1602 through December 31, 2000, aggregation of new competitive customers will be allowed until

such time as at Ieast 20 Dercent of the Affected Utility’s 1995 peak demand is served bv con@eﬂﬂg&ggg

3. Affected Utilities shall notrfy customers elrgrble under thrs subsectron of the terms of the subsectron no later than
60 days prior to the start of competition within its service terr%be%—l—l—%
Effective January 1, 2001, all Affected Utility customers irrespective of size will be eligible for Aggregation and
Self-Aggregation. Aggregation and Self-Aggregation customers purchasing their electricity and related services at
any time after the effective date of these rules must do so from a certificated Electric Provider as provided for in
these rules
B. As part of the minimum 20% of 1995 system peak demand set forth in subsection (A), each Affected Utility shall
reserve a residential phase-in program that provides an increasing minimum percentage of residential customers with
access to competitive electric services according to the following schedthi¢he-fellowing-compenents:
1. January 1, 19991 1/4%
April 1, 1999 2 1/2%
July1,1999  33/4%
October 1, 19995%
January 1, 20006 1/4%
April 1, 2000 7 1/2%
July 1, 2000 8 3/4%

>

October 1, 200010%

ic services
ease by an

001.

2. Access to the residential phase-in program WI|| be on a first-come, first-served basis. The Affected Utility shall cre-
ate and maintain a waiting list to manage the residential phase-in program, which list shall promptly be made avail-
able to any certificated Load-Serving Electric Service Provider upon request

3. Residential customers participating in the residential phase-in program shall be permitted to use load profiling to
satisfy the requirements for hourly consumption data; however, they may choose other metering options offered by
their Electric Service Provider consistent with the Commission's rules on metering.

4. 1f not already done, eadkachAffected Utility shall file a residential phase-in program proposal to the Commis-
sion for approval by Director, Utilities Division, by September 15, 19998. Interested parties will have until
September 30, 19929,1998 to comment on any proposal. At a minimum, the residential phase-in program pro-
posal will include specifics concerning the Affected Utility’s proposed:

a. Process for customer notification of residential phase-in program;

b. Selection and tracking mechanism for customers based on first-come, first-served method;
c. Customer notification process and other education and information services to be offered,;
d. Load Profiling methodology and actual load profiles, if available; and

e. Method for calculation of reserved load.

5. After the commencement of competition under R14-2-1602 feaamAffected Utility shall file quarterly residen-
tial phase-in program reports within 45 days of the end of each quarter. The 1st such report shall be due within 45
days of the_lsguarter ending after the start of the phase-in of competition for that Affected Uditirgh-31,
4999.The final report due under this rule shall be due within 45 days of the 1st quarter ending December 31, 2002.
As a minimum, these quarterly reports shall include:

a. The number of customers and the load currently enrolled in residential phase-in program by Energy Service
Provider;energy-service-provider;

b. The number of customers currently on the waiting list,

c. A description and examples of all customer education programs and other information services including the
goals of the education program and a discussion of the effectiveness of the programs, and

d. An overview of comments and survey results from participating residential customers.
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6. Adqggregation or Self-Aggregation of residential customers is allowed subject to the limitations of the phase-in per-
centagesin thisrule.
C. Each Affected Utility shall file areport by November 1, 1999, September-15-1998; detailing possible mechanisms to
provide benefits, including sueh-as rate reductions of 3% - 5%, to al Standard Offer customers.
D. All customers shall be e||g|ble to obtaln competltlve eIectrlc serwces no Iater than January 1, 2001. ;-at-whichtime-alt

EF Retatl consumers served under existing contracts are el|g|bleto part|C| pate inthe compet|t|ve market prior to expl ration
of the existing contract only if the Affected Utility and the consumer agree that the retail consumer may participate in
the competitive market.
EH- Schedule Modifications for Cooperatives
1. Aneélectric cooperative may request that the Commission modify the schedule described in subsection (A) through
(E) so as to preserve the tax-exempt status of the cooperative or to allow time to modify contractual arrangements
pertaining to delivery of power supplies and associated loans.

2. As part of the request, the cooperative shall propose methods to enhance consumer choice among generation
resources.

3. The Commission shall consider whether the benefits of modifying the schedule exceed the costs of modifying the
schedule.

R14-2-1605. Competitive Services

Except as provided in R14-2-1615(C), Competitive Services shall require a Certificate of Convenience and Necessity and a

tariff as described in R14-2-1603. A properly certificated Electric Service Provider may offer Competitive Services any-of

thefel—tewmg—ser—we&s under bilateral or multllateral contracts Wlth retatl consumers.:

R14-2-1606. Serwces Requwed to be MadeAvallabIe
A. Onthedateits service areais open to competmon under 142 1602 each Eaeh Affected Ut|||ty or Utility Dlstr|but|on
Company shall make available to-d ; :
dard Offer Serwce and NoncomDetltlve Serwces
at regulated rates. After January 1, 2001 Standard Offer Service and NoncomDetmve Serwoes Ser-
viee shall be provided by Utility Distribution Companies who shall also act as Providers of Last Resort.
B. After January 1, 2001, power purchased by a an investor owned Utility Distribution Company for Standard Offer Ser-
vice shall be acquired from the comDetmve market throuqh Drudent arm's Ienqth transacnons and with at least 50%
throuqh a_competitive bid proceds-sery pot markets,
jti isions allow-
¢ request

C. Standard Offer Tarlffs

1. ByJuly 1, 1999, or pursuant to Commission Order, whichever occursHesdate-indicatedin-R14-2-1602ach
Affected Utility shallmayfile proposed tariffs to provide Standard Offer Serviendied-Service-anBuchsueh
rates shall not become effective until approved by the Commission. Any rate increase proposed by an Affected
Utility or Utility D|str|but|0n ComDanv for Standard Offer Service must be fuIIv justified through a rate case pro-

ceeding: onstitute the

Standard-Offer.
Standard Offer Service tariffs shall include the following elements, each of which shall be clearly unbundled and
identified in the filed tariffs:
a. Competitive Services:

i. Generation, which shall include all transaction costs and line losses;
ii. Competition Transition Charge, which shall include recovery of generation related regulatory assets;

iii. Generation-related billing and collection;

N>
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Transmission Services;

Metering Services;

Meter Reading Services; and

. Optional Ancillary Services, which shall include spinning reserve service, supplemental reserve, regula-
tion and frequency response service, and energy imbalance service.

Non Competitive Services:

Distribution services

Required Ancillary services, which shall include scheduling, system control and dispatch service, and
reactive supply and voltage control from generation Sources Service;

Must-Run Generating Units;

System Benefit Charges; and

Distribution-related billing and collection.

3.2 Affected Ut|||t|05and Utllltv D|str|but|on ComDanles may f|Ie propomd revisions to such rates. l-t—r-sthee)epeetatren

|< [sI< <

=3

Any rate increase proposed by an Affected Ut|||ty or Utllltv D|str|but|on ComDanv for Stan-

dard Offer Service serviee must be fully justified through a rate case proceeding, which may be expedited at the
discretion of the Utilities Division Director.
4.3: Such rates shall reflect the costs of providing the service.
5.4. Consumers receiving Standard Offer SerV| ce servree are el|g| ble for potentral future rate reductlons as authorized
by the Commission. ad y g
6. After January 2, 2001, tariffs for Standard Offer Serwce shall not |ncI ude any soeCIaI dlscounts or contracts with
terms, or any tariff that prevents the customer from accessing a competitive option, other than time-of-use rates,
interruptible rates, or self-generation deferral rates.
D. By the effective date of these rules, or pursuant to Commission Order, whichever occurs first, the-datetrdicatedHnRi4-
2-1602; each Affected Utility or Utility Distribution Company shall file an Unbundled Service tariffs whieh that shall
include a Noncompetitive Services tariff. The Unbundled Service tariff shall calculate the items listed in R14-2-

1602( C)(2)(b) on the same basrs as those items are caI culated in the Standard Offer Service tar|ff te—prewde—the—eer—

NP GhpR

No change.
Affected Utilities and Utility Distribution Companies must accept power and energy delivered to their distribution sys-
tems by other Load-Serving Entities and offer distribution and distribution-related ancillary services comparable to ser-

[mm

vices thev r)rOV|de to themselvec at therr Noncomnetltlve Servrces tarlffed rates. Fhe-Affected-UtHities-must-provide

G. Customer Data
1. Upon written authorization by the customer, a Load-Serving Entity shall release in atimely and useful manner that
customer’s demand and energy data for the most recent 12-month period to a customer-specified properly certifi-
catedElectric Service Provider.
2. The Electric Service Provider requesting such customer data shall provide an accurate account number for the cus-
tomer.
3. The form of data shall be mutually agreed upon by the parties and such data shall not be unreasonably withheld.
4. Utility Distribution Companies shall be allowed access to the Meter Reading Service Provider server for customers
served by the Utility Distribution Company’s distribution system.
H. Rates for Unbundled Services
1. The Comm|SS|on shaII reV|ew and approve rates for Comoetltlve Serwces and Noncompetitive Services subject to
Commissionsef wherguitiddistion,
before such services can be offered
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2. Such rates shall reflect the costs of providing the services.

3. Such rates may be downwardly flexible if approved by the Commission.

Electric Service Providers offering Competitive Services services-under-this-R14-2-1606 shall provide adequate sup-
porting documentation for their proposed rates. Where rates are approved by another jurisdiction, such as the Federal
Energy Regulatory Commission, those rates shall be provided to this Commission.

R14-2-1607. Recovery of Sranded Cost of Affected Utilities

A.

The Affected Utilities shall take every reasonable, cost-effective measure to mitigate or offset Stranded Cost by reduc-
ing costs, means-sdeh-as expanding wholesale or retail markets, or offering awider scope of permitted regulated utility
services for profit, among others.

The Commission shall alow areasonable opportunity for recovery of unmitigated Stranded Cost by Affected Utilities.

The Affected Utilities shall file estimates of unmitigated Stranded Cost on or before July 1, 1999, or pursuant to Com-
mission Order, whichever occurs 1st. Such estimates shall be fully supported by analyses and by records of market
transactions undertaken by willing buyers and willing sellers.

An Affected Utility shall request Commission approval, on or before July 1, 1999, or pursuant to Commission Order,
whichever occurs 1st, August24-1998; of distribution charges or other means of recovering unmitigated Stranded Cost.
The filing may include a discounted stranded cost exit methodology that a consumer may choose to use to determine an

amount due the Affected Utllltv inlieu of makl ng montth d|str| but| on charge or other Dayments fremeustemerswhe

The Commlssron shaII after hearing and consrderatlon of analyseﬁ and recommendatlons presented by the Affected
Utilities, staff, and intervenors, determine for each Affected Utility the magnitude of Stranded Cost, and appropriate
Stranded Cost recovery mechanisms and charges. In making its determination of mechanisms and charges, the Commis-

sion shall consider at least the following factors:

1. Theimpact of Stranded Cost recovery on the effectiveness of competition;

2. Theimpact of Stranded Cost recovery on customers of the Affected Utility who do not participate in the competi-

tive market;

The impact, if any, on the Affected Utility’s ability to meet debt obligations;

The impact of Stranded Cost recovery on prices paid by consumers who participate in the competitive market;
The degree to which the Affected Utility has mitigated or offset Stranded Cost;

The degree to which some assets have values in excess of their book values;

Appropriate treatment of negative Stranded Cost;

The time period over which such Stranded Cost charges may be recovered. The Commission shall limit the applica-
tion of such charges to a specified time period,;

9.46:The applicability of Stranded Cost to interruptible customers.

9. 1heeaseefdetermm+ng4heameunt~ef§tranded€ost;
ici ed Utility.

A Compennon@empetftrveTransnlon Charge (CTC) may be assessed on aII retall customers based on the amount of
generation purchased from any suppley he provi-
sions—of-this-Article Any reduction in electricity purchases from an Affected Ut|||ty resultlng from self generatlon
demand side management, or other demand reduction attributable to any cause other than the retail access provisions o
this Article shall not be used to calculate or recover any Stranded Cost from a consumer.

Stranded Cost shall be recovered from customer classes in a manner consistent with the specific company’s current rate
treatment of the stranded asset, in order to effect a recovery of Stranded Cost that is in substantially the same proportion
as the recovery of similar costs from customers or customer classes under current rates. In no event shall the Competi-
tion Transition Charge be utilized as a mechanism for double recovery of Stranded Cost from Standard Offer Service

©NO 0TS w

customers.
. The Commission may consider securitization as a financing method for recovery of Stranded Cost of the Affected Util-
|tv |f the Comm|sS|on finds that such method of fmancmd will result in a lower cost alternative to customers.

ver or, if neg-

The Commlssmn may after notice and heannder regular revisions to estimates of the magnitude of Stranded Cost.

R14 2-1608. System Benefits Charges

A.

EachBytheudat&mdmated—m—R—l%@Z—ea&cffected Utility or Utility Distribution Company shall file for Commis-

sion review nonbypassable rates or related mechanisms to recover the applicable pro-rata costs of System Benefits from
all consumers located in the Affected Utility’s or Utility Distribution Compa@esnpaniesservice areawhe—partrer—
pate-in-the-competitive-markdffected Utilities or Ultility Distribution Company'’s shall file for review of the Systems
Benefits Charge at leasvery 3 years. The amount collected annually through the System Benefits charge shall be suf-
f|C|ent to fund the Affected Utilities’ or Ut|||ty Dlstrlbut|on Compames Commission- approved System Betafits.

------ i oRmen blic benefit
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B. No change.

C. No change.
R14-2-1609.R+4-2-1610- Transmission and Distribution Access
A. No change.

B. Utility Distribution Companies shall retain the obligation to assure that adequate transmission import capability is avail-
able to meet the load requirements of all distribution customers within their service areas. Utility Distribution Compa-
nies shall retain the obligation to assure that adequate distribution system capacity is available to meet the load
requirements of all distribution customers within their service areas.

C.B- The Commission supports the development of an Independent System Operator (ISO) or, absent an Independent Sys-
tem Operator, an Arizonadependent Scheduling Administrator $A).

D.&- The Commission believes that an Independent Scheduling Administrator is necessary in order to provide nondiscrimi-
natory retail access and to facilitate a robust and efficient electricity market. Therefore, those Affected Utilities that own
or operate Arizona transmission facilities shall form an Arizona Independent Scheduling Administrator ttidé shall
with the Federal Energy Regulatory Commission within 60 days of this Commission’s adoption of final rulesherein,
Oetober-31,-1998r approval of an Independent Scheduling Administrator having the following characteristics:

1. The_Arizonalndependent Scheduling Administrator shall calculate Available Transmission Capacity (ATC) for
Arizona transmission facilities that belong to the Affected Utilities or other Arizndapendent Scheduling
Administrator participants and shall develop and operate an overarching statewide OASIS.

2. The_Arizonalndependent Scheduling Administrator shall implement and oversee the nondiscriminatory applica-
tion of operatingprotocols to ensure statewide consistency for transmission access. These gpetaiods shall
include, but are not limited to, protocols for determining transmission system transfer capabilities, committed uses
of the transmission system, available transfer capabilitiesMaisttRun Generating Unitenergy scheduling, and
energy imbalances

3. The_Arizonalndependent Scheduling Administrator shall provide dispute resolution processes that enable market
participants to expeditiously resolve claims of discriminatory treatment in the reservation, scheduling, use, and cur-
tailment of transmission services.

4. All requests (wholesale, Standard Offer retail, and competitive retail) for reservation and scheduling of the use of
Arizona transmission facilities that belong to the Affected Utilities or other Arizndapendent Scheduling
Administrator participants shall be made to, or through, the Aritmgpendent Scheduling Administrator using a
single, standardized procedure.

The Arizona Independent Scheduling Administrator shall implement a transmission planning process that includes

all Arizona Independent Scheduling Administrator participants and aids in identifying the timing and key charac-

teristics of required reinforcements to Arizona transmission facilities to assure that the future load requirements of
all participants will be met.

E.B- The Affected Utilities that own or operate Arizona transmission facilities shall file a proposed Aridepandent
Scheduling Administrator implementation plan with the Commission within 30 days of the Commission’s adoption of
final rules hereinby-September1-1998he implementation plan shall address Arizéndependent Scheduling
Administrator governance, incorporation, financing, and staffing; the acquisition of physical facilities and staff by the
Arizona Independent Scheduling Administrator; the schedule for the phased development of Krdependent
Scheduling Administrator functionality and proposed transition to a regional ISO or Regional Transmission Organiza-
tion; contingency plans to ensure that critical functionality is in place no later than 3 months following adoption of final
rules herein by the CommissiosyJanuary-1-199%nd any other significant issues related to the timely and success-
ful implementation of the Arizonmdependent Scheduling Administrator.

EE Each of the Affected Utilities shall make good faith efforts to develop a regional, multi-state Independent System Oper-
ator, to which the Arizonindependent Scheduling Administrator should transfer its relevant assets and functions as the
Independent System Operator becomes able to carry out those functions.

Gk It is the intent of the Commission that prudently-incurred costs incurred by the Affected Utilities in the establishment
and operation of the Arizorladependent Scheduling Administrator, and subsequently the Independent System Opera-
tor, should be recovered from customers using the transmission system, including the Affected Utilities’ wholesale cus-
tomers, Standard Offer retail customers, and competitive retail customers on a nondiscriminatory basis through Federal
Energy Regulatory Commission-regulated prices. Proposed rates for the recovery of such costs shall be filed with the
Federal Energy Regulatory Commission and thssCommission. In the event that the Federal Energy Regulatory
Commission does not permit recovery of prudently incurred Independent Scheduling Administrator costs within 90

|on

October 22, 1999 Page 3993 Volume 5, Issue #43



Arizona Administrative Register
Notices of Exempt Rulemaking

days of the date of making an application with the Federal Energy Regulatory Commission, the Commission may

authorize Affected Utilities to recover such costs through a distribution surcharge.

H.&: The Commission supports the use of “Scheduling Coordinators” to provide aggregation of customers’ schedules to the
Independent Scheduling Administrator and the respective Control Area Operators simultaneously until the implementa-
tion of a regional Independent System Operator, at which time the schedules will be submitted to the Independent Sys-
tem Operator. The primary duties of Scheduling Coordinators are to:

1. Forecast their customers’ load requirements;

2. Submit balanced schedules (that is, schedules for which total generation is equal to total load of the Scheduling
Coordinator’s customers plus appropriate transmission and distributiolodises) and North American Electric
Reliability Council/Western Systems Coordinating Council tags;

3. Arrange for the acquisition of the necessary transmission and ancillary services;

4. Respond to contingencies and curtailments as directed by the Control Area Operators |Adizoeredent Sched-
uling Administrator, or Independent System Operator;

5. Actively participate in the schedule checkout process and the settlement processes of the Control Area Operators,
Arizonalndependent Scheduling Administrator, or Independent System Operator.

LH- The Affected Utilities and Utility Distribution Companiskall provide services from the Must-Run Generating Units
to Standard Offer Servigetail customers and competitive retail customers on a comparable, nondiscriminatory basis at
regulated prices. The Affected Utilities shall specify the obligations of the Must-Run Generating Units in appropriate
sales contracts prior to any divestiture. Under auspices of the Arizona Independent Scheduling Admigistttor,

Sys%em—R—ehabHW—and%a#e%y—Weﬂemg—G%eupe Affected Utilities_and other stakeholdaisall develop statewide

protocols for pricing and availability of services from Must-Run Generating Units-with-input-from-otherstakeholders
These protocols shall be presented to the Commission for review and, when appropriate, approval, pridiiléal being

with the Federal Energy Regulatory Commission in conjunction with the Arizona Independent Scheduling Administra-

tor tariff filing. Fixed Must-Run Generating Units costs are to be recovered through a requlated charge to end-use cus-

tomers. This charge must be set by the Commission as part of the end-use customer distribution servicé charges.
98.

The Affected Utilities and other stakeholders, under the auspices of the Arizona Independent Scheduling Administrator,

shall identify statewide services to be settled on and develop fair and reasonable pricing mechanisms to assure a consis-

tent and fair settlement process.
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R14FZ 1610R—14—2—]:6£E|r In state ReC|prOC|ty
A.

The service territories of Arizonaelectric utilities which are not Affected Utilities or Public Power Entities shall not be

open to competition under the provisions of this Article, nor shall Arizona electric utilities which are not Affected Util-

ities be able to compete for salesin the service territories of the Affected Utilities.

An Arizona electric utility, subject to the jurisdiction of the Commission, which is not an Affected Utility or a Public

Power Entity may voluntarily participate under the provisions of this Articleif it makesits service territory available for

competing sellers, if it agrees to all of the requirements of this Article, and if it obtains an appropriate Certificate of
Convenience and Necessity.

An Arizona electric utility, not subject to the jurisdiction of the Commission, and which is not a Public Power Entity,

may submit a statement to the Commission that it voluntarily opens its service territory for competing sellersin a man-

ner similar to the provisions of this Article. Such statement shall be accompanied by the electric utility’s nondiscrimina-
tory Standard Offer Tariff, electric supply tariffs, Unbundled Services rates, Stranded Cost charges, System Benefits
charges, Distribution Services charges and any other applicable tariffs and policies for services the electric utility offers,
for which these rules otherwise require compliance by Affected Utilities or Electric Service Providers. Such filings shall
serve as authorization for such electric utility to utilize the Commission’s Rules of Practice and Procedure and other
applicable rules concerning any complaint that an Affected Utility or Electric Service Provider is violating any provi-
sion of this Article or is otherwise discriminating against the filing electric utility or failing to provide just and reason-
able rates in tariffs filed under this Article.

If an electric utility is an Arizona political subdivision or municipal corporation other than a Public Powey thetity

the existing service territory of such electric utility shall be deemed open to competition if the political subdivision or
municipality has entered into an intergovernmental agreement with the Commission that establishes nondiscriminatory
terms and conditions for Distribution Services and other Unbundled Services, provides a procedure for complaints aris-
ing therefrom, and provides for reciprocity with Affected Utilities or their affiliates. The Commission shall conduct a
hearing to consider any such intergovernmental agreement.

An affiliate of an Arizona electric utility which is not an Affected Utility or a Public Power Estigll not be allowed

to compete in the service territories of Affected Utilities unless the affiliate’s parent company, the nonaffected electric
utility, submits a statement to the Commission indicating that the parent company will voluntarily open its service terri-
tory for competing sellers in a manner similar to the provisions of this Article and the Commission makes a finding to
that effect.

R14-2-1611 R14-2-1612. Rates

A.

B.
C.

Market determined rates for Competitive Serviemsnpetitivelyprovided-services defined in_R14-2-1601R14-2-
16065shall be deemed to be just and reasonable.

No change.

Prior to January 1, 200the-date-indicated-in-R14-2-1604({@pmpetitively negotiated contracts governed by this Arti-

cle customized to individual customers which comply with approved tariffs do not require further Commission
approval. However, all such contracts whose term is 1 year or more and for service of 1 MW or more must be filed with
the Director, Utilities Division, as soon as practicable. If a contract does not comply with the provisions of the Load
Serving Entity’sthis-Article—and-the-Affected-Utility's—or Electric-ServiceProvideagproved tariffs, it shall not
become effective without a Commission order. The provisierasof suchSuehcontracts shall be kept confidential

by the Commission.
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Contracts entered into on or after January 1, 2001, the-date-trdicated-inR14-2-1604(B} which comply with approved
tariffs need not be filed with the Director, Utilities Division. If a contract does not comply with the provisions of the

Load Serving Entity'shis-Article-and-the-Affected-Utility's-or-the-Electric-Service Previdapproved tariffs, it shall

not become effective without a Commission order.

An Electric Service Provider holding a Certificate pursuant to this Article may prlce its Competitive Seswhgesti-
tive-services;—as-defined-in-R14-2-16@5,0r below the maximum rates specified in its filed tariff, provided that the
price is not less than the marginal cost of providing the service.

Requests for changes in maximum rates or changes in terms and conditions of previously approved tariffs may be filed.
Such changes shdlecome effective only upon Commission approval.

R14-2-1612.R44-21613- Service Quality, Consumer Protection, Safety, and Billing Requirements

A.
B.
C.

©

= okl

No change.

No change.

No consumer shall be deemed to have changed providers of any service authorized in this Article (including changes
from supply-bythe Affected Utility to another provider) without written authorization by the consumer for service from

the new provider. If a consumer is switched-{erstarred different (“new”) provider without such written authori-

zation, the new provider shall cause service by the previous provider to be resumed and the new provider shall bear all
costs associated with switching the consumer back to the previous prévigev provider who switches a customer
without written authorization shall also refund to the retail electricity customer the entire amount of the customer’s elec-
tricity charges attributable to the electric generation service from the new provider for 3 months, or the period of the
unauthorized service, whichever is mofeUtility Distribution Company may request the Commission’s Consumer
Services Section to review or audit written authorizations to assure a customer switch was properly adtherized.

ten authorization that is obtained by deceit or deceptive practices shall not be deemed a valid written authorization
Electric ServiceProviders shall submit reports within 30 days of the end of each calendar quarter to the Commission
itemizing the direct complaints filed by customers who have had their Electric Service Providers changed without their
authorization. Violations of the Commission's rules concerning unauthorized changes of providers may result in penal-
ties, or suspension or revocation of the provider's certificate. The following requirements and restrictions shall apply to
the written authorization form requesting electric service from the new provider:

The authorization shall not contain any inducements;

The authorization shall be in legible print with clear and plain language confirming the rates, terms, conditions and
nature of the service to be provided,;

The authorization shall not state or suggest that the customer must take action to retain the customer’s current elec-
tricity supplier;

The authorization shall be in the same language as any promational or inducement materials provided to the retalil
electric customer; and

No box or container may be used to collect entries for sweepstakes or a contest that, at the same time, is used to col-
lect authorization by a retail electric customer to change their electricity supplier or to subscribe to other services.

A residentialcustomerwith-an-annuaHead-6f 100,000 kWh-or leay rescind its authorization to change providers of

any service authorized in this Article within 3 business days, without penalty, by providing written notice to the pro-
vider.

N =

|

>

|on

No change.
No change.
No change.
No change.
Electric Service Providers shall give at least 5 days notice to their customerand-te-the-appropriate Utility-Distribution
Gempanyof scheduled return te—tlﬁiandard Oﬁer Serwebu{—that—Fetum—ef—thaPeustemeHem&taﬂda%d—Q#eewould
gula g-cycle-if-approp s ed 15 calen-

dEIectnc Service Prowders shall prowde 15 caIendar davs notlce prior to the
next scheduled meter read date to the appropriate Utility Distribution Company regarding the intent to terminate a ser-
vice agreement. Return of that customer to Standard Offer Service will be at the next reqular billing cycle if appropriate
metering equipment is in place and the request is provided 15 calendar days prior to the next regular meter read date.
Responsibility for charges incurred between the notice and the next scheduled read date shall rest with the Electric Ser-
vice Provider.
Each Electric Service Provider shall ensure that bills rendered on its behalf include its address and toll free telephone
numbers for billing, service, and safety inquiries. The bill must also include the address and toll free telephone numbers
for the Phoenix and Tucson Consumer Service Sections of the Arizona Corporation Commission Utilities Division.
Each Electric Service Provider shall ensure that billing and collections services rendered on its behalf comply with R14-

2-1612(A). R14-2-1613(A).

Additional Provisions for Metering and Meter Reading Services
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1. When authorized by the consumer, an Electric Service Provider who provides metering or meter reading services
pertaining to a particular consumer shall provide appropriate meter reading data via standardized EDI formats to all

aDDIlcabIe Electrlc Serwce Prowders serVI ng that same consumer. A-H—Eteem%ewee—lﬁrewder—mme—pwd&s

2. Any person or entity relying on metering information provided by an anether Electric Service Provider may request
ameter test according to the tariff on file and approved by the Commission. However, if the meter isfound to be in
error by more than 3%, no meter testing fee will be charged.

3. Each competitive point of delivery eustemer shall be assigned a Universal Node | dentifier for-each-service delivery
peint-by the Affected Utility or the Utility Distribution Company whose distribution system serves the customer.

4. Unless the Commission grants a specific waiver, al AH competitive metered and billing data shall be trandated
into consistent, statewide Electronic Data Interchange (EDI) formats based on standards approved by the Utility
Industry Group (UIG) that shall ean be used by the Affected Utility or the Utility Distribution Company and the
Electric Service Provider.

5. Unless the Commission grants a specific waiver, an AR Electronic Data Interchange Format shall be used for all
data exchange transactions from the Meter Reading Service Provider to the Electric Service Provider, Utility Distri-
bution Company, and Schedule Coordinator. This data will be transferred via the Internet using a secure sockets
layer or other secure electronic media.

6. Minimum metering requirements for competitive customers over 20 kW, or 100,000 kWh annually, should consist
of hourly consumption measurement meters or meter systems. Predictable loads will be permitted to use load pro-
files to satisfy the requirements for hourly consumption data. The Load-Serving Entity developing the load profile
shall determineif aload is predictable.

7. Competitive customers with hourly loads of 20 kW (or 100,000 kWh annually) or less, will be permitted to use
Load Profiling to satisfy the requirements for hourly consumption data:, however, they may choose other metering
options offered by their Electric Service Provider consistent with the Commission rules on Metering.

8. Metering equipment ownership will be limited to the Affected Utility, Utility Distribution Company, and the Elec-
tric Service Provider or their representative, or the customer, who must obtain the metering equipment through
obtainsthemeterfrom the Affected Utility, er Utility Distribution Company or an Electric Service Provider.

9. Maintenance and servicing of the metering equipment will be limited to the Affected Utility, Utility Distribution
Company and the Electric Service Provider or their representative.

10. Distribution primary voltage Current Transformers and Potential Transformers may be owned by the Affected Util-
ity, Utility Distribution Company or the Electric Service Provider or their representative.

11. Transmission primary voltage Current Transformers and Potential Transformers may be owned by the Affected
Utility or Utility Distribution Company only.

12. North American Electric Reliability Council recognized holidays will be used in calculating “working days” for
meter data timeliness requirements.

13. By May 1, 1999, the Director, Utilities Division shall approve operating procedufas-Eperating-procedures

ile used by the Utility Distribution Companies and the Meter Ser-
vice Providers for performlng work on primary metered customers.

14. By May 1, 1999, the Director, Utilities Division shall approve operating procedufidsetesies-approved-by-the
DirectorUtilities Division-will be used by the Meter Reading Service Provider for validating, editing, and estimat-
ing metering data.

15. By May 1, 1999, the Dlrector Ut|||t|es D|V|5|on shall approve performance meterlnq SDeC|flcat|ons and standards

ividierusdd

by all entities performmg metering.
L.M=Electric Service Providers shall comply with applicable reliability standards and practices established by the Western
Systems Coordinating Council and the North American Electric Reliability Council or successor organizations.

tability and
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M.N: Electrlc SerV|ce Prowders shaII prowde notlflcanon and mformanonal mar[enals to consumers about competition and
consumer choices, such as a standardized description of services, as ordered by the Commission.

N.©—Unbundled Billing Elements. After the commencement of competition within a service territory pursuant to R14-2-
1602, all customer hills, including bills for Standard Offer Service customers within that service territory, AH-eustomer

bH-I-s-aﬁer—JanHaFy—].—JEQQQW|II list, a aminimum, the following billing cost elements:
Competitive Services: Eleetrieity-Costs:

a. Generation, which shall include generation-related billing and collection;
b. Competition Transition Charge;;-and
c. Transmission and Ancillary Services, Fuel-orpurchased-power-adiustor--applieable;
d. Metering Services; and
e. Meter Reading Services.
2.  Non-Competitive Services. :
a Distribution services, including d|str|but|on related billing and collection, required Ancillary Services and
Must-Run Generating Units; and
b. System Benefit Charges. Fransmission-services—and
e Ancillary-serviees
3. Regulatory assessments; and Other-Cests:

a Metering-Service;

b:  MeterReading Serviee,

& i :
4. Applicable taxes.

O.RThe operating procedures approved by the Director, Utilities Division will be used for Direct Access Service Requests
aswell as other billing and collection transactions.

R14-2-1613.R44-21614- Reporting Requirements

A. Reports covering the following items, as applicable, shall be submitted to the Director, Utilities Division, by Affected
Utilities or Utility Distribution Companies and all Electric Service Providers granted a Certificate of Convenience and
Necessity pursuant to this Article. These reports shall include the following information pertaining to competitive ser-
vice offerings, Unbundled Services, and Standard Offer servicesin Arizona:
1. Type of services offered;
2. kW and kWh sales to consumers, disaggregated by customer class (for example, residential, commercial, indus-

trid);

3.4. Revenues from sales by customer class (for example residential, commerc:|a| mdustrlal)

45 Number of retall customers dlsaggregated asfollows resi dentlal commerual under 40 kW commerual 41 to 999
kW, commercial 1000 kW or more, industrial less than 1000 kW, industrial 1000 kW or more, agricultural (if not
included in commercial), and other;

5.6: Retail kWh sales and revenues disaggregated by term of the contract (less than 1 year, 1 to 4 years, longer than 4

years), and by type of service (for example, firm, interruptible, other);

6.7 Amount of and revenues from each type of Competitive Service, serviceprovided-under-R34-2-1605; and, if appli-
cable, each type of Noncompetitive Service provided; R14-2-1606;

7.8: Value of all assets used to serve Arizona customers and accumulated depreciation;

8.9: Tabulation of Arizona electric generation plants owned by the Electric Service Provider broken down by generation
technology, fuel type, and generation capacity;

9.46:The number of customers aggregated and the amount of aggregated load; and

10. Jrl—Other data requested by staff or the Commlsson

B.A= Reporting Schedule
1. For the period through December 31, 2003, semi-annual reports shall be due on April 15 (covering the previous
period of July through December) and October 15 (covering the previous period of January through June). The 1st
such report shall cover the period January 1 through June 30, 1999.
2. For the period after December 31, 2003, annual reports shall be due on April 15 (covering the previous period of
January through December). The 1st such report shall cover the period January 1 through December 31, 2004.
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C. Theinformation listed above may, at the provider’s optiorhe provided on a confidential basis. However, staff or the
Commission may issue reports with aggregate statistics based on confidential information that do not disclose data per-
taining to a particular seller or purchases by a particular buyer.

D. No change.
E. No change.
F.  No change.
G. No change.

R14-2-1614.R44-2-1615: Administrative Requirements
A. Any Electric Service Provider certificated under this Article may file proposed additional tariffs for Competitive Ser-
wcessenﬁeesat any time which |ncIude a descrlptlon of the service, maximum rates, terms, and conditiens- The pro-

No change
No change.
No change.
Prior to October 1, 1999, the Director, Utilities Division, shall implement a Consumer Education Program as approved

moow

by the Commission.
R14-2-1615.R44-2-1616: Separation of Monopoly and Competitive Services
A. No change.
B. Beginning January 1, 2001999,an Affected Utility or Utility Distribution Company shall not provide Competitive

Serwceseempemwe—se{-weeas deflned in R14- 2 1601;9mpeﬂ%we—se#wees—as—deﬂned—he#em—e*eep{—as—e%henN|se
a . : : ed-Utility’s-or Utility

ets or ser-

3 , equested
d-co i i within- their ser-
i } y 999 and 2000
io Dani b wed-to con-
ers-within j jce itories at tariffed
icular cus-
omer class,

v vice Providers.

1. Th|s Sectlon does not Dreclude an Aﬁected Utility or Utility Dlstrlbut|on Companv from b|II|nq its own customers
for distribution service, or from providing billing services to Electric Service Providers in conjunction with its own
billing, or from providing Meter Services and Meter Reading Services for Load Profiled residential customers. Nor
does this Section preclude an Affected Utility or Utility Distribution Company from providing billing and collec-
tions, Metering and Meter Reading Service as part of the Standard Offer Service tariff to Standard Offer Service
customers.

2. This Section does not preclude an Affected Utility or Utility Distribution Company from owning distribution and
transmission primary voltage Current Transformers and Potential Transformers.

C. An Electric Distribution Cooperatlve is not subject to the prOV|S|ons of R14-2-RAUs2-1616unlessexceptifit

offers competitive electric services outside of its distribution service terrbergervice-territory-ithad-as-of the-effec-

install, and

R14FZ 1616 Code of Conduct

A. No later than 90 days after adoption of these Rules, each Affected Utility which plans to offer Noncompetitive Services

and which plans to offer Competitive Services through its competitive electric affiliate shall propose a Code of Conduct

to prevent anti-competitive activities. Each Affected Utility that is an electric cooperative, that plans to offer Noncom-

petitive Services, and that is a member of any electric cooperative that plans to offer Competitive Services shall also

submit a Code of Conduct to prevent anti-competitive activities. All Codes of Conduct shall be subject to Commission

approval after a hearing.

The Code of Conduct shall address the following subjects:

1. Appropriate procedures to prevent cross subsidization between the Utility Distribution Company and any competi-
tive affiliates, including but not limited to the maintenance of separate books, records and accounts;

[0
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2. Appropriate procedures to ensure that the Utility Distribution Company’s competitive affiliate does not have access
to confidential utility information that is not also available to other market participants;

3. Appropriate guidelines to limit the joint employment of personnel by both a Utility Distribution Company and its
competitive affiliate;

4. Appropriate guidelines to govern the use of the Utility Distribution Company’s name or logo by the Utility Distri-
bution Company’s competitive affiliate;

5. Appropriate procedures to ensure that the Utility Distribution Company does not give its competitive affiliate any
preferential treatment such that other market participants are unfairly disadvantaged or discriminated against;

6. Appropriate policies to eliminate joint advertising, joint marketing, or joint sales by a Utility Distribution Company
and its competitive affiliate;

7. Appropriate procedures to govern transactions between a Utility Distribution Company and its competitive affili-
ate; and

8. Appropriate policies to prevent the Utility Distribution Company and its competitive affiliate from representing

that customers will receive better service as a result of the affiliation.
9. Complaints concerning violations of the Code of Conduct shall be processed under the procedures established in

R14-2-212.
R14-2-1617. AffiHateFransactions Repealed

ooks and
ally Accepted
Affected
ent-with the

Rd-systems
ept to the
; Affected
nvith its other

reated

staste HPPO 3 pora v t, gover-
ha-persenne d-supp d-cond A accordance
a 6 a 0 ng—ree 6 i jstribution
Compa e-SUPPO At a ation, allow
prefere oppo io [ fili all provide
3
4.
5.
6:
—However,
ith-the Utility
+
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A.B- Each Load-Serving Entity providing either generation service or Standard Offer Service shall prepare a consumer

|o0

information label that sets forth the followi ng information for-custorers with-a-demand-of-tessthan-1- ML

Price to be charged for generation services,

Price variability information,

Customer service information,

4.7 Time period to which the reported information applies.

Each L oad-Serving Entity providing either generation service or Standard Offer Service shall provide, upon request, the

following information (to the extent reasonably known):

1. Composition of resource portfolio,

2. Fuel mix characteristics of the resource portfolio,

3. Emissions characteristics of the resource portfalio.

The Director, Utilities Division, shall develop the format and reporting requirements for the consumer information label

to ensure that the information requwed—by—wbseeﬁen{A—) is appropriately and accurately reported and to ensure that cus-

tomers can use the labels for comparisons among L oad-Serving Entities. The format developed by the Director, Utilities

Division, shall be used by each Load-Serving Entity.

Each Load-Serving Entity shall include the information disclosure label in a prominent position in all written marketing

materials; specifically targeted target to Arizona. When a Load-Serving Entity advertises in nonprint media, or in writ-

ten materials not specifically targeted target to Arizona, the marketing materials shall indicate that the Load-Serving

Entity shall provide the consumer information label to the public upon request.

No change.

Each Load-Serving Entity shall prepare a statement of its terms of service that sets forth the following information:

1. Actua pricing structure or rate design according to which the customer with a load of less than 1 MW will be
billed, including an explanation of price variability and price level adjustments that may cause the price to vary;

2. Length and description of the applicable contract and provisions and conditions for early termination by either

party,

Due date of hills and consequences of |ate payment;

Conditions under which a credit agency is contacted;

Deposit requirements and interest on deposits;

Limits on warranties and damages;

All charges, fees, and penalties;

Information on consumer rights pertaining to estimated hills, 3rd-party billing, deferred payments, and recision

recission of supplier switches within 3 days of receipt of confirmation;

9. A toll-free telephone number for service complaints;

10. Low income programs and low income rate eligibility;

11. Provisionsfor default service;

12. Applicable provisions of state utility laws; and

PPN E

ONOO AW
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13. Method whereby customers will be notified of changes to the terms of service.

G. Nochange.

H. No change.

. The Commission shall may establish a consumer information advisory panel to review the effectiveness of the provi-
sions of this Section and to make recommendations for changesin therules.

NOTICE OF EXEMPT RULEMAKING

TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 13. DEPARTMENT OF ENVIRONMENTAL QUALITY
SOLID WASTE MANAGEMENT

PREAMBLE
1. Sections Affected Rulemaking Action
R18-13-201 Amend
R18-13-202 New Section

2. The gpecific authority for the rulemaking, including both the authorizing statute (general) and the statutes the

rules are implementing (specific):
Authorizing statute: A.R.S. § 49-104

Implementing statute: A.R.S. § 49-701.01

3. Theeffective date of therules:
September 17, 1999

4. Aligt of all previous notices appearing in the Register addressing the exempt rule:
Notices of Rulemaking Docket Opening: 5 A.A.R. 2266, July 16, 1999, and 5 A.A.R. 2937, August 27, 1999.

5. Thename and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Deborah K. Blacik or Martha L. Seaman

Address: Department of Environmental Quality
Rule Development Section, MO836A-829
3033 N. Central Avenue

Telephone: (602) 207-2223 or within Arizona (800) 234-5677, Ext. 2223
Fax: (602) 207-2251
TTD: (602) 207-4829

6. An explanation of the rule, including the agency’s reasons for initiating the rule, including the statutory citation
to the exemption from thereqular rulemaking procedures:
In this rulemaking, the Arizona Department of Environmental Quality (Department) is amending R18-13-201 to
make some technical and clarifying changes. The Department is also making a new rule to exempt coal slurry dis-
charges from pipeline that meets certain conditions from the definition of solid waste.

State law defines what is a solid waste, lists exemptions to solid waste, and allows the Department to add exemp-
tions to the list on a site specific or statewide basis. The exemptions are then either regulated by a program at
ADEQ other than solid waste or are not considered an impact on human health and the environment and, therefore,
not regulated.

Black Mesa Pipeline, Inc. petitioned the Department to approve a statewide exemption to the definition of solid
waste for certain coal slurry discharges from pipelines under A.R.S. § 49-701.01(C).

The Director approved the petition on June 9, 1999. Under state law, the Department determined that coal slurry
discharges onto the ground from pipeline leaks are unlikely to cause or substantially contribute to a threat to the
public health or the environment, and therefore are exempt from being a solid waste statewide, if the following
conditions are met:

1. The discharge was the result of an accidental pipeline break; and
2. The thickness of the layer of coal on the ground, resulting from the discharge, is 3 inches or less.
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7. A referenceto any study that the agency proposesto rely on in its evaluation of or justification for the proposed
rule and where the public may obtain or review the study, all data underlying each study, any analysis of the

study and other supporting material.
None.

8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a
previous grant of authority of a palitical subdivision of this state:
Not applicable.

9. Thesummary of the economic, small business, and consumer impact:
Not applicable. Thisis an exempt rulemaking.

10. A description of the changes between the proposed rules, including supplemental notices, and final rules (if

applicable):
Not applicable.
11. A summary of the principal comments and the agency response to them:
None.
12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class
of rules:
Not applicable.
13. Incorporations by reference and their location in therules:
Not applicable.
14. Wasthisrule previoudly adopted as an emergency rule?
No.

15. Thefull text of therulesfollows

TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 13. DEPARTMENT OF ENVIRONMENTAL QUALITY
SOLID WASTE MANAGEMENT

ARTICLE 2. SOLID WASTE DEFINITIONS; EXEMPTIONS

Sections
R18-13-201. Land Application of Biosolids Exemption
R18-13-202. Coal Surry Discharges from Pipeline L eaks Exemption

ARTICLE 2. SOLID WASTE DEFINITIONS; EXEMPTIONS

R18-13-201. Land Application of Biosolids Exemption

A. This artiele Section applies only to biosolids as defined in R18-13-1501(7). The land application of biosolids, when
placed on or applied to the land in full conformity with 18 A.A.C. 13, Article 15 and A.R.S. § 49-761(F), and if the site
of land application has ceased to receive application of biosolids and all applicable site restrictions set by A.A.C. Title
18 have been satisfied, is exempt statevilidem the definition of solid waste found at A.R.S. § 49-701.01(A). This
exemption applies only when biosolids and the soil to which it has been applied remain at the site of the application.

B. This exemption does not alter or set any new standard for the soil remediation standards found at 18 A.A.C. 7, Article 2.

R18-13-202. Coal Slurry Discharges from Pipeline L eaks Exemption
This Section applies only to coal slurry discharges onto the ground from pipeline leaks. Coal slurry discharges onto the

ground from pipeline leaks are exempt statewide from the definition of solid waste prescribed in A.R.S. § 49-701.01(A) if
both of the following conditions are met:

1. The discharge was the result of an accidental pipeline leak.

2. The thickness of the layer of coal slurry on the ground that resulted from the discharge is 3 inches or less.
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	NOTICES OF EXEMPT RULEMAKING
	The Administrative Procedure Act requires the Register include publication of the rules adopted b...

	NOTICE OF EXEMPT RULEMAKING
	TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION
	CHAPTER 2. ARIZONA CORPORATION COMMISSSION FIXED UTILITIES
	PREAMBLE
	1. Sections Affected Rulemaking Action
	R14-2-201 Amend R14-2-202 Amend R14-2-203 Amend R14-2-204 Amend R14-2-205 Amend R14-2-206 Amend R...

	2. The specific authority for the rulemaking, including both the authorizing statute (general) an...
	Constitutional authority: Arizona Constitution, Article XV
	Authorizing statute: A.R.S. §§ 40-202, 40-203, 40-250, 40-321, 40-322, 40-331, 40-332, 40-336, 40...
	Implementing statute: Not applicable

	3. The effective date of the rules:
	September 24, 1999

	4. A list of all previous notices appearing in the Register addressing the exempt rule:
	Notice of Proposed Rulemaking: 5 A.A.R. 1362, May 14, 1999. Notice of Rulemaking Docket Opening: ...

	5. The name and address of agency personnel with whom persons may communicate regarding the rulem...
	Name: Ray T. Williamson, Chief Economist
	Address: Arizona Corporation Commission 1200 W. Washington Phoenix, Arizona 85007
	Telephone: (602) 542-4251
	Fax: (602) 542-2129

	6. An explanation of the rule, including the agency's reasons for initiating the rule, including ...
	On December 26, 1996, in Decision No. 59943 the Commission adopted rules which provided the frame...
	On January 11, 1999, the Commission issued Decision No. 61311 which stayed the effectiveness of t...
	The Commission, at a special open meeting on April 14, 1999, ordered that proposed rules be forwa...
	Public Comment sessions on the proposed rules were held in Phoenix on June 14 and 23, 1999 and in...
	Pursuant to court order, these rules are exempt from the Attorney General certification provision...

	7. A reference to any study that the agency proposes to rely on in its evaluation or justificatio...
	Not applicable.

	8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule ...
	Not applicable.

	9. The summary of the economic, small business, and consumer impact:
	A. Economic, small business and consumer impact summary.
	1. Proposed rulemaking.
	The proposed rules amend the rules adopted on December 11, 1998, in Decision No. 61272 (R14-2-201...
	2. Brief summary of the economic impact statement.
	End users of competitive electricity services may benefit from greater choices of service options...
	Requirements for consumer information disclosure and unbundled bills will provide information tha...
	Affected utilities and electric service providers may incur additional costs resulting from addit...
	Separating utility monopoly and competitive services mitigates the potential for anti-competitive...
	Manufacturers of solar electric generation equipment may not directly benefit from increased sale...
	Public entities would not benefit from the implementation of the Solar Electric Fund.
	Probable costs to the Commission include costs associated with new tasks, such as reviewing servi...
	Adoption of the proposed permanent rule amendments would allow the Commission to more effectively...
	3. Name and address of agency employees to contact regarding this statement.
	Ray Williamson, Acting Director, Utilities Division or Paul Bullis, Chief Counsel at the Arizona ...
	B. Economic, small business and consumer impact statement.
	1. Proposed rulemaking.
	The proposed permanent rule amendments (R14-2-201 through, -204, -208 through -211, R14-2-1601 th...
	2. Persons who will be directly affected by, bear the costs of, or directly benefit from the prop...
	a. potential electric service providers
	b. the public at large who are consumers of electric service
	c. electric utilities
	d. investors in investor-owned utilities and independent power producers
	e. holders of bonds of cooperative utilities
	f. state government agencies, including the Arizona Corporation Commission and the Residential Ut...
	g. Federal Energy Regulatory Commission
	h. employees of utilities and potential electric service providers
	i. billing and collection service providers
	j. independent power producers
	3. Cost-benefit analysis.
	a. Probable costs and benefits to the implementing agency and other agencies directly affected by...
	Probable costs to the Commission include costs associated with new tasks, such as reviewing servi...
	b. Probable costs and benefits to a political subdivision of this state directly affected by the ...
	As an end user of competitive electricity services, a political subdivision may benefit from grea...
	c. Probable costs and benefits to businesses directly affected by the proposed rulemaking, includ...
	As an end user of competitive electricity services, a business may benefit sooner from greater ch...
	Affected utilities and electric service providers may incur additional costs resulting from addit...
	4. Probable impact on private and public employment in businesses, agencies and political subdivi...
	Affected utilities may need to hire additional employees to effect and maintain the required sepa...
	The impact on public employment would likely be minimal.
	5. Probable impact of the proposed rulemaking on small businesses.
	a. Identification of the small businesses subject to the proposed rulemaking.
	Businesses subject to the proposed rule amendments are electric utilities, potential electric ser...
	b. Administrative and other costs required for compliance with the proposed rulemaking.
	Administrative costs to electric service providers would include the costs of negotiating service...
	c. A description of the methods that the agency may use to reduce the impact on small businesses.
	Requirements for consumer information disclosure and unbundled bills will provide information tha...
	In regard to reducing the impact on potential electric service providers that are small businesse...
	d. Probable cost and benefit to private persons and consumers who are directly affected by the pr...
	Requirements for consumer information disclosure and unbundled bills will provide information tha...
	Consumers would benefit from protections in the proposed permanent rule amendments regarding “sla...
	Consumers may benefit sooner from greater choices of service options and rates because full compe...
	6. Probable effect on state revenues.
	The Commission is not aware of any impact on tax revenues.
	7. Less intrusive or less costly alternative methods of achieving the purpose of the proposed rul...
	The Commission is unaware of any less intrusive or less costly methods that exist for achieving t...
	8. If for any reason adequate data are not reasonably available to comply with the requirements o...
	Because adequate data are not available, the probable impacts are explained in qualitative terms.
	Commission-initiated working groups on reliability, billing and collection, metering, low income ...

	10. A description of the changes between the proposed rules, including supplemental notices and f...
	The modifications are not substantive. They include the following provisions:
	The changes to R14-2-203 and -209 are clarifications necessitated to conform to the revisions to ...
	R14-2-209 (E) is shown in its entirety, although no changes were made to it during this rulemakin...
	The modifications to R14-2-2601 provide definitions for “Aggregation” and “Self-Aggregation”, “An...
	The modification of R14-2-1603 clarifies that distribution cooperatives that provide Competitive ...
	The modifications to R14-2-1604 clarify that small users are eligible to aggregate their loads an...
	The modification of R14-2-1605 clarifies that distribution cooperatives providing services within...
	The modifications to R14-2-1606 define the term “open market” and further delineate the elements ...
	The modification to R14-2-1609 clarifies that the UDC retains the obligation to assure adequate t...
	In R14-2-1611(C), the word “terms” is changed to “provisions” to avoid confusion about the Commis...
	The modifications to R14-2-1612(C) add protections contained in A.R.S. '40-202 regarding the auth...
	R14-2-1613 was modified to remove the word “and” from Section 1613(A) and to correct the numberin...
	The modifications to R14-2-1615 replace the reference to “meters” in Section 1615(B) with “Meter ...
	The modification to R14-2-1616 clarifies that this section, requiring a Code of Conduct, applies ...
	The modifications to R14-2-1617 add language to Sections 1617(A) and (B) to clarify that Load-Ser...
	All other changes from the proposed rules are minor and were made to conform to the Secretary of ...

	11. A summary of the principal comments and the agency response to them:
	R14-2-203 - Establishment of Service
	203(B)
	Issue: New West Energy (“NEW”) recommended that a provision be added to Section 203(B)(6) to clar...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	Issue: Commonwealth Energy Corporation (“Commonwealth”) stated that Section 203(B)(9) should be d...
	Analysis: This Section allows the deposit to be raised only in proportion to the expected increas...
	Resolution: No change is necessary.
	203(D)(1)
	Issue: NWE recommended that the language “including transfers between Electric Service Providers”...
	Analysis: This Section requires Commission approval of such charges. ESPs may object if they beli...
	Resolution: No change is necessary.
	203(D)(4)
	Issue: The City of Tucson (“Tucson”) advocated rewriting Section 203(D)(4) regarding service esta...
	Analysis: We agree that the language “if the direct access service request is processed 15 calend...
	Resolution: Modify the 1st sentence of this Section as follows:
	Service establishments with an Electric Service Provider will be scheduled for the next regular m...
	Such change merely clarifies the intent of this provision and is not substantive.
	R14-2-204 – Minimum Customer Information Requirements
	Issue: Arizona Consumers Council (“AZCC”) objected to the language in this Section on the grounds...
	Analysis: Our modification to Section 1612(C) addresses this concern by requiring that the writte...
	Resolution: No change is required.
	R14-2-205 – Master Metering
	Issue: In late-filed comments, the Arizona Multihousing Association (“AMA”) advocated for the del...
	Analysis: The AMA raised this issue for the 1st time very late in the rule revision process and o...
	Resolution: No change is required.
	R14-2-209 – Meter Reading
	Issue: The AZCC raised a concern that under this Section a customer may be charged for a meter re...
	Analysis: Section 209(C)(1) provides that a customer, ESP, UDC, or billing entity may request a r...
	Resolution: Insert “making the request” after “or billing entity” in Section 209(C)(2).
	R14-2-210 - Billing and Collection
	210(A)
	Issue: Tucson Electric Power Company (“TEP”) recommended deleting Section 210(A)(5)(c) which proh...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	Issue: NWE states that the terms “utility” and “customer” are not defined in Section 210(A)(2). S...
	Analysis: The definitions in Section 201 are sufficient.
	Resolution: No change is necessary.
	Issue: NWE states that the rules for estimated meter readings should be developed by the working ...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	210(C-I)
	Issue: NWE states that Sections 210(C) through (I) should be stricken in their entirety because i...
	Analysis: As the term “utility” is defined in Section 201, these Sections apply to both UDCs and ...
	Resolution: No change is necessary.
	R14-2-211 - Termination of Service
	Issue: Commonwealth recommended the deletion of the opening sentences in Sections 211(B) and (C),...
	Analysis: This Section does not preclude an ESP from terminating a contract for nonpayment. Commo...
	Resolution: No change required.
	R14-2-213 - Conservation
	Issue: TEP proposed deleting this Section because it is premature; the issue will be addressed wh...
	Analysis: We remain unconvinced that a change in this provision is warranted.
	Recommendation: No change is necessary.
	R14-2-1601 - Definitions
	1601(2) “Aggregator”
	Issue: The Land and Water Fund of the Rockies and the Grand Canyon Trust (collectively, the “LAW ...
	Staff also suggested a new definition of “Aggregation” similar to that suggested by ATDUG:
	Staff proposed that a revised version of the definition of “Self-Aggregation” be included in the ...
	In addition, Staff proposed additional clarifying modifications to Sections 1604(A)(2) and (4) an...
	Analysis: Staff’s recommended modifications to this Section are not substantive, but provide clar...
	Resolution: Modify Section 1601 in accordance with Staff’s recommendations and renumber accordingly.
	1601(3) “Ancillary Services”
	Issue: Staff noted that although the Proposed Rules contain several references to the term “Ancil...
	“Ancillary Services” means those services designated as ancillary services in Federal Energy Regu...

	Analysis: The proposed definition provides clarity and is not a substantive change to the Rules.
	Resolution: Add the definition as proposed and renumber accordingly.
	1601(5) – Competitive Services
	Issue: Arizona Public Service Company (“APS”) argued that the Commission should not define “Compe...
	5. “Competitive Services” means retail electric Generation, Meter Service (other than those aspec...

	Arizona Electric Power Cooperative, Inc., Duncan Valley Electric Cooperative, Inc. and Graham Cou...
	Analysis: APS’ proposal could narrow the competitive environment by excluding other energy-relate...
	Resolution: No change is required.
	1601(4) “Competition Transition Charge”
	Issue: Navopache Electric Cooperative, Inc. (“Navopache”) and Mohave Electric Cooperative, Inc. (...
	Staff stated that because many of Navopache’s and Mohave’s concerns are already addressed by the ...
	Analysis: We concur with Staff.
	Resolution: No change is required.
	1601(13) (newly proposed) “Economic Development Tariffs”
	Issue: Staff proposed to add a new definition for “Economic Development Tariffs” as “those discou...
	Analysis: As explained in our discussion under Section 1606(C) below, due to insufficient evidenc...
	Resolution: No change is required.
	1601(15) “Electric Service Provider Service Acquisition Agreement”
	Issue: NWE recommends that the Electric Service Provider Service Acquisition Agreement be a stand...
	Staff stated it agreed with the Commission’s conclusion in Decision No. 61634 on this issue, that...
	Analysis: We believe that the certification process as currently structured is not such an uncert...
	Resolution: No change is required.
	1601(27) “Noncompetitive Services”
	Issue: Navopache and Mohave argued that it is necessary for customer-owned distribution cooperati...
	Staff responded that the provisions of Section 1615(B)(1) allow distribution cooperatives to main...
	Analysis: We agree with Staff that Section 1615(B)(1) explicitly allows an Affected Utility or UD...
	Resolution: No change is required.
	Issue: ATDUG suggested that the definition of Noncompetitive Services should be amended to add “A...
	Analysis: Although the actual delivery of electricity sold to aggregated customers will be a Nonc...
	Resolution: No change is required.
	Issue: Commonwealth asserted that ESPs should not have to pay the utility for customer data when ...
	Analysis: Because customers who switch providers will be the “cost-causers,” it is appropriate th...
	Resolution: No change is required.
	1601(28) (former) “Net Metering or Net Billing”
	Issue: Tucson recommended not deleting the definition of Net Metering or Net Billing from the Rul...
	Analysis: The terms “Net Metering or Net Billing” are not referenced in the Rules and consequentl...
	Resolution: No change is required.
	1601 (34) (newly proposed) “Public Power Entity”
	Issue: Staff noted that although the Rules have added the term “Public Power Entity” they do not ...
	Analysis: This definition is needed because prior revisions of Section 1610 introduced this term,...
	Resolution: Add the following definition to Section 1601 and renumber accordingly: “‘Public Power...
	1601(35) “Stranded Cost”
	Issue: TEP argued that the Proposed Rules’ replacement of the word “value” with “net original cos...
	Trico recommended adding “and distribution assets” after “regulatory assets” in Section 1601(35)(...
	Analysis: We concur with Staff that the term “net original cost” will not preclude TEP from recov...
	Resolution: No change is necessary.
	1601(36) “System Benefits”
	Issue: NWE states that the definition of “System Benefits” is “vague and fails to specify who wil...
	TEP recommended that non-nuclear plant decommissioning costs be included in the System Benefits c...
	Analysis: We concur with Staff’s reasoning.
	Resolution: No change is necessary.
	1601(40) “Utility Distribution Company”
	Issue: The Arizona State Association of Electrical Workers (“ASAEW”) urged the Commission to inse...
	Analysis: We concur with ASAEW, TEP and Staff. This is not a substantive change.
	Resolution: Add the word “constructs” after “operates” in the definition of “Utility Distribution...
	R14-2-1602 “Commencement of Competition”
	Issue: AEPCO proposed that statewide competition commence at the same time, subject to the phase-...
	Analysis: We believe that the current timetable for bringing competition to the state is an exped...
	Resolution: No change is required.
	R14-2-1603 “Certificates of Convenience and Necessity”
	1603(A)
	Issue: AEPCO, Duncan and Graham proposed modifying the 3rd sentence of Section 1603(A) as follows:
	A Utility Distribution Company providing Standard Offer Service or services authorized in R14-2-1...
	Staff agreed with AEPCO that this change is needed to remedy the conflict between Sections 1603 a...
	Analysis: We concur that this clarification is needed. The change is not substantive.
	Resolution: Amend Section 1603(A) as recommended by AEPCO, Duncan, and Graham.
	1603(B)
	Issue: Arizona Community Action Association (“ACAA”) proposes to insert new language in R14-2- 16...
	1. A description of the electric services which the applicant intends to offer; including a plan ...

	Staff responded that although it understands that ACAA’s goal in making this proposal is to encou...
	Analysis: We agree with Staff that requiring competitive ESPs to provide services to the resident...
	Resolution: No change is necessary.
	1603(B)(3-6)
	Issue: NWE recommended that Section 1603(B)(3), which requires the CC&N applicant to file a tarif...
	3. A tariff for each service to be provided that states the maximum rate and terms and conditions...

	NWE believes this change would be appropriate because Section 1611(A) deems market rates just and...
	Analysis: We concur with Staff. It is in the public interest to have maximum rates and the other ...
	Resolution: No change is required.
	1603(B)(7)
	Issue: NWE suggested the following change:
	7. An explanation of how an applicant which is an affiliate of an Affected Utility the applicant ...

	Staff agrees with NWE that Section 1603(B)(7) should be modified to reflect the fact that Section...
	7. For an applicant which is an affiliate of an Affected Utility, a statement of whether the Affe...

	Analysis: We concur with Staff. It is in the public interest for entities that are required to ha...
	Resolution: Modify Section 1603(B)(7) as recommended by Staff.
	1603(E)
	Issue: NWE proposed to delete the entire Section concerning the requirement of the CC&N applicant...
	Analysis: This formal notice requirement is not unduly burdensome to new CC&N applicants, who, in...
	Resolution: No change is necessary.
	1603(F)
	Issue: NWE proposes to delete this Section which states that the Commission may issue a CC&N for ...
	Analysis: Instead of creating an obstacle to market entry by ESPs with little or no experience, t...
	Resolution: No change is necessary.
	1603(G)(2), (4), and (5)
	Issue: NWE proposes to delete Sections 1603(G)(2), (4), and (5). According to NWE, Section 1603(G...
	Analysis: We concur with Staff.
	Resolution: No change is required.
	1603(G)(7)
	Issue: ACAA proposed to insert a new Section 1603(G)(7) to provide an additional condition for th...
	7. Fails to provide a plan to enroll and serve residential consumers pursuant to R14-2-1603(B)(1).

	ACAA makes this recommendation in conjunction with its proposed new language for Section 1603(B)(...
	Analysis: We agree with Staff. Adopting the provision ACAA suggests could discourage potential co...
	Resolution: No change is necessary.
	1603(I)(4)
	Issue: NWE recommends the following change to this Section:
	The Electric Service Provider shall maintain on file with the Commission all current tariffs and ...
	NWE argues that the term “service standards” is not defined in the rules and the requirement in t...
	Analysis: We concur with Staff
	Resolution: No change is required.
	1603(I)(6)
	Issue: NWE recommended deletion of Section 1603(I)(6), which conditions a CC&N on the ESP obtaini...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	1603(I)(9)
	Issue: ACAA proposed to insert a new Section 1603(I)(9) that contains the following additional co...
	9. The Electric Service Provider shall comply with the provisions of R14-2-1603(B)(1) on or befor...

	Staff disagreed with the propriety of this proposal because it is too restrictive and may keep po...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	Issue: Navopache and Mohave recommended the addition of a new Section 1603(I)(9) as follows:
	9. An Electric Service Provider certificated pursuant to this Article shall be subject to the jur...

	Staff responded that because the Rules are specific in regard to which entities are governed by t...
	Analysis: We concur with Staff that this proposed amendment is unnecessary as it is addressed thr...
	Resolution: No change is necessary.
	1603(K)
	Issue: NWE recommended deletion of Section 1603(K), which allows the Commission to require in app...
	Analysis: We agree with Staff that Section 1603(K) provides the Commission with a means of protec...
	Resolution: No change is necessary.
	R14-2-1604 “Competitive Phases”
	1604(A)
	Issue: Commonwealth and Tucson requested that the phase-in of load be eliminated, and that a “fla...
	NWE commented that the rule is unclear in regard to aggregation of loads and the definition of “c...
	TEP asserted that only customers with a 1 MW minimum demand should be eligible for direct access ...
	In its responsive comments, TEP disagreed with Tucson regarding a flashcut and regarding the 40kW...
	Analysis: We concur with Staff that TEP’s proposal to change 1 month to 6 months to determine eli...
	We do not agree with Tucson that the phase-in should be eliminated based on California’s experien...
	We agree with Staff that deleting the last sentence of Section 1604(A)(2) would clarify that 1MW ...
	Resolution: Delete the last sentence of Section 1604(A)(2). No other change is required.
	1604(A)(2) and (4) and 1604(B)(6)
	Issue: In response to comments filed by ATDUG on June 23, 1999, and to the numerous oral comments...
	“During 1999 and 2000, an Affected Utility’s customers with single premise non-coincident peak lo...

	Staff also recommended reinserting the following after “competitive electric services”:
	“Self-Aggregation is also allowed pursuant to the minimum and combined load demands set forth in ...

	and adding the following sentence after the foregoing:
	“Customers choosing Self-Aggregation must purchase their electricity and related services from a ...
	Staff recommended adding a new Section 1604(A)(4) as follows:
	“Effective January 1, 2001, all Affected Utility customers irrespective of size will be eligible ...
	Staff also recommended a new Section 1604(B)(6) as follows:
	“Aggregation or Self-Aggregation of residential customers is allowed subject to the limitations o...
	Staff believed that the above changes would help clarify the original intent of the Rules to requ...
	ATDUG replied that some of Staff’s proposed language additions to Section 1604 “are written as to...
	Analysis: We agree with Staff’s recommended changes. However, as written, proposed Section 1604(A...
	The changes merely clarify the original intent of the Rules and are not substantive.
	Resolution: Modify Sections 1604(A)(2) and (4), and Section 1604(B)(6) as recommended by Staff, w...
	1604(B)
	Issue: NWE suggested that the proposed limitations on residential participation will make the res...
	Analysis: We concur with Staff. This Section should be clarified with respect to the release of c...
	Resolution: Add the following to Section 1604(B)(2) after “manage the residential phase-in program”:
	“, which list shall promptly be made available to any certificated Load-Serving ESP upon request”
	1604(C)
	Issue: APS recommended that the words “such as” replace “including” when referring to rate reduct...
	Analysis: This Section as written does not require a rate reduction.
	Resolution: No change is necessary.
	R14-2-1605 “Competitive Services”
	Issue: Section 1605 requires a CC&N for all competitive services. AEPCO, Duncan, Graham, Trico, N...
	“Except as provided in R14-2-1615(C), Competitive Services shall require a Certificate of Conveni...

	Analysis: We concur with the Cooperatives and Staff that this Section should be modified to clari...
	Resolution: Revise Section 1605(C) as recommended by Staff.
	R14-2-1606 - Services Required to be Made Available
	1606(A)
	Issue: APS proposed that a sentence be added to state that a UDC, at its option, may provide Stan...
	Analysis: UDCs may offer Standard Offer Service to any customer, but as Staff pointed out, are no...
	Resolution: No change is necessary at this time.
	1606(B)
	Issue: Commonwealth proposed that power for Standard Offer Service be acquired through a competit...
	“Standard Offer Service power shall be acquired through a competitive procurement with prudent ma...

	Staff further recommended that if the Commission does not adopt a competitive bid process, then t...
	Analysis: There appears to be some confusion concerning the meaning of the term “open market.” We...
	Resolution: Revise Section 1606(B) by replacing “open market” with “an open, fair and arms-length...
	1606(C)
	Issue: Navopache and Mohave proposed adding language to Section 1606(C)(2) which would provide an...
	APS also recommended that an Affected Utility be allowed to submit for Commission approval a plan...
	“Simultaneously with the start date for the implementation of retail choice, each Affected Utilit...
	Commonwealth proposed the following definition be added to Section 1601:
	“‘Generation Shopping Credit’ means the bill credit that will be afforded to each customer of an ...

	Commonwealth also proposed that 1606(C)(2)(a)(1) and 1612(N)(1)(a) be amended to read: “Generatio...
	Staff argued that when possible, unbundled elements need to be standard across companies so that ...
	“a. Electricity:
	(1). Generation including Ancillary Services (variable costs)
	(2) Competition Transition Charge
	(3) Must-Run Generating Units
	b. Delivery:
	(1) Distribution services
	(2) Transmission services
	(3) Ancillary Services (fixed costs)
	c. Other:
	(1) Metering Service
	(2) Meter Reading Service
	(3) Billing and collection
	d. System Benefits”

	Staff also recommended that the date in Section 1606(C)(6) be made consistent with dates appearin...
	In its responsive comments, Commonwealth stated that it is unclear what Staff means by “variable”...
	In its responsive written comments, NWE proposed the following changes to Section 1606(C)(2):
	a. Electricity Competitive Services
	b. Delivery Non-Competitive Services
	c. Other
	Metering Services
	The Competition Transition Charge shall be include in the Standard Offer Service tariffs for the ...

	Analysis: Standard Offer Service tariffs must be unbundled in a manner that permits a meaningful ...
	For the most part, NWE’ s proposal concerning unbundled Standard Offer Service appears reasonable...
	We believe, however, that the last sentence in NWE’s proposal requiring that each of the unbundle...
	Our modification provides additional guidance and detail into how tariffs should be unbundled, bu...
	Resolution: Replace “After January 2, 2001” with “Beginning January 1, 2001”. Modify 1606(C)(2) a...
	a. Competitive ServicesElectricity:
	b. Non-Competitive Services: Delivery
	c. Other:
	d. System Benefits

	The Competition Transition Charge shall be included in the Standard Offer Service tariffs for the...
	Issue: Staff recommended that Section 1606(C)(6) be modified to allow “economic development tarif...
	Analysis: At the present time there is insufficient evidence in the record to adopt the proposed ...
	Resolution: No change is necessary.
	1606(D)
	Issue: Trico recommended that the Unbundled Service tariff not include a Noncompetitive Service t...
	D. By July 1, 1999, By the effective date of these rules, or pursuant to Commission Order, whiche...

	Analysis: NWE’s recommended modifications add clarity and should be adopted. The proposed modific...
	Resolution: Modify Section 1606(D) as recommended by NWE.
	1606(G)
	Issue: Commonwealth proposed that oral authorization, subject to 3rd party verification, be allow...
	Analysis: Because customer data belongs to the customer, we agree with NWE that the customer shou...
	Resolution: No change is necessary at this time.
	1606(H)
	Issue: Section 1606(H)(2) provides that rates for Competitive Services and for Noncompetitive Ser...
	Analysis: We concur with Staff. Competitive tariffs are required to state a maximum rate, and the...
	Resolution: No change is necessary.
	R14-2-1607 – Recovery of Stranded Cost of Affected Utilities
	1607(A)
	Issue: TEP urged the Commission to delete the reference to “expanding wholesale or retail markets...
	Analysis: This provision requires the Affected Utilities to take every reasonable, cost-effective...
	Resolution: No change is required.
	1607(B)
	Issue: Trico asked the Commission to insert the word “all” before “unmitigated Stranded Costs” to...
	Analysis: This issue was raised and rejected in earlier revisions of the Rules. We stand by our e...
	Resolution: No change is required.
	1607(C)
	Issue: Trico recommended that, after competition has been implemented, Affected Utilities be requ...
	Analysis: We concur with Staff that there is no need for distribution electric public service cor...
	Resolution: No change is required.
	1607(F-G)
	Issue: TEP urged the Commission to remove the exclusion of self-generated power from the calculat...
	“Subject to Commission approval, neither Section F or G of this Rule shall preclude an Affected U...
	TEP argued this language is necessary to allow an Affected Utility, with Commission approval, to ...
	Analysis: We concur with Staff that TEP’s recommended language is not necessary. Sections 1607(F)...
	Resolution: No change is required.
	R14-2-1609 – Transmission and Distribution Access
	Issue: NWE suggested numerous language changes throughout this Section to emphasize that an Indep...
	Analysis: NWE’s concerns are adequately addressed by Section 1609(F).
	Resolution: No change is necessary.
	1609(B)
	Issue: Navopache, Mohave, Trico, and APS contended that UDCs should not be required to ensure tha...
	ATDUG suggested that additional clarity would result from the substitution of the words “transmis...
	Staff responded that the advent of electric retail competition does not remove, eliminate or dimi...
	Staff also pointed out that because the cost of distribution system improvements is recovered via...
	For those reasons, Staff did not agree with suggestions to delete this Section or eliminate use o...
	“Utility Distribution Companies shall retain the obligation to assure that adequate transmission ...
	Analysis: We concur with Staff that the advent of electric retail competition does not remove, el...
	We will adopt Staff’s recommended modification. We will not delete this Section as requested by A...
	Resolution: Modify this Section as follows:
	“Until such time that the transmission planning process mandated by R14-2-1609(D)(5) is fully imp...

	1609(D)
	Issue: TEP proposed that transmission-owning Affected Utilities’ participation in AISA formation ...
	Staff explained that 2 stages of development are envisioned for AISA: an initial implementation a...
	Analysis: It is essential that the Rules assure, in the event of any delay in the implementation ...
	Resolution: No change is necessary.
	1609(D)(5)
	Issue: APS and TEP contend that the transmission planning function required of AISA by this Secti...
	Analysis: Due to our modification of Section 1609(B), this Section is not redundant, but is essen...
	Resolution: No change is necessary.
	1609(E)
	Issue: APS contended that because APS has already filed a proposed AISA implementation plan on be...
	“… the schedule for the phased development of Arizona Independent Scheduling Administrator functi...
	Analysis: We concur with Staff’s recommendation. This modification is not substantive.
	Resolution: Make the changes to Section 1609(E) as suggested by Staff to require a proposed regio...
	1609(F)
	Issue: Tucson expressed doubts as to the necessity of a regional ISO, which Tucson states may be ...
	Analysis: Section 1609(F) directs the Affected Utilities to make good-faith efforts to develop a ...
	Resolution: No change is required.
	1609(G)
	Issue: APS wanted assurances that the Commission “will” authorize Affected Utilities to recover c...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	1609(I)
	Issue: NWE recommended removal of language requiring AISA development of protocols for pricing an...
	Analysis: NWE’s comments do not provide the basis upon which its proposed changes are premised, a...
	Resolution: No change is necessary.
	1609(J)
	Issue: APS suggested deletion of this Section on the basis that the AISA will not address settlem...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	Former R14-2-1609 - Solar Portfolio Standard
	Issue: Photovoltaics International, LLC encouraged the Commission to retain the Solar Portfolio S...
	Staff provided the following comments: “Staff has been supportive of the Solar Portfolio Standard...
	“Staff does, however, agree with Tucson, the LAW Fund and ARISEIA that the new docket for the Env...
	Staff recommended no change to the rules at this time, but a continuation of the Environmental Po...
	Analysis: We believe that the Environmental Portfolio Standard docket constitutes the proper foru...
	Resolution: No change is required.
	R14-2-1611 – Rates
	1611(B)
	Issue: NWE opposed the language in Section 1611(B) regarding the filing of maximum rates, stating...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	1611(C)
	Issue: NWE stated that Section 1611(C) is an unnecessary remnant of the regulatory regime that Ar...
	Analysis: This Section places a reasonable requirement on Load-Serving Entities in order to allow...
	Resolution: Replace the word “terms” with the word “provisions” in the last sentence of this Sect...
	1611(D)
	Issue: Tucson recommended deletion of the 1st sentence of this Section. Staff responded that this...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	R14-2-1612 – Service Quality, Consumer Protection, Safety, and Billing Requirements
	1612(A-B)
	Issue: Trico recommended that words “each paragraph” be replaced by the words “the applicable pro...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	1612(C)
	Issue: Commonwealth proposed that oral authorization, subject to 3rd-party verification, be allow...
	Analysis: Arizona’s electricity consumers must be protected from the practice of “slamming” that ...
	Resolution: No change is necessary.
	Issue: A.R.S. § 40-202(C)(4) confirms the Commission’s authority to adopt consumer protection req...
	Analysis: For consistency, clarity and certainty, Section 1612(C) should include the specific req...
	Resolution: Modify Section 1612(C) by adding the following after “switching the consumer back to ...
	“A new provider who switches a customer without written authorization shall also refund to the re...

	Add the following after “the provider’s certificate.”:
	“The following requirements and restrictions shall apply to the written authorization form reques...

	Issue: Commonwealth objected to the language in Section 1612(C) that authorizes UDCs to audit ESP...
	Analysis: We agree that this provision could unnecessarily delay the switching process. The penal...
	Resolution: Replace “has the right” with “may request that the Commission’s Consumer Services Div...
	1612(E)
	Issue: NWE recommended that this Section be redrafted to clarify that compliance with applicable ...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	1612(G-H)
	Issue: NWE stated that the provisions found in Sections 1612(G) and (H) should apply only to UDCs...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	1612(I)
	Issue: Tucson requested that Section 1612(I) be modified to clarify the time-frames and condition...
	Analysis: We concur with Tucson that the timeframes in this Section are ambiguous concerning the ...
	Resolution: Revise Section 1612(I) as follows:
	Electric Service Providers shall give at least 5 days notice to their customer and to the appropr...

	1612(K)(1)
	Issue: Navopache and Mohave proposed adding a sentence to Section 1612(K)(1) to allow UDCs to rec...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	1612(K)(2)
	Issue: NWE contended that the Commission should not approve tariffs for meter testing, and that r...
	Analysis: This Section contains the Commission-approved standard of + 3 percent as provided by Se...
	Resolution: Replace “another” with “an another”. No other change is required.
	1612(K)(3)
	Issue: Staff stated that at the June 2, 1999, Metering Committee meeting it was proposed that the...
	Analysis: We concur with Staff. This modification is not substantive.
	Resolution: Modify this Section as follows:
	3. Each competitive customer point of delivery shall be assigned a Universal Node Identifier for ...
	1612(K)(4)
	Issue: NWE contended that the Utility Industry Group (“UIG”) should be required to complete its s...
	Analysis: We concur with Staff’s reasoning regarding the 1st proposed change, and agree with NWE ...
	Resolution: Change “can” to “shall” in the penultimate line of this Section. No other change is n...
	1612(K)(6)
	Issue: TEP proposed deleting the words “Predictable loads will be permitted to use load profiles ...
	Commonwealth disagreed with Staff’s and APS’ proposed modification as an additional barrier to en...
	ATDUG believed that some types of loads such as irrigation and other water pumping loads are inhe...
	Analysis: TEP states there are unresolved issues that argue against the use of load profiling in ...
	Resolution: Delete the last sentence of Section 1612(K)(6) and replace with “The Load-Serving Ent...
	1612(K)(6) and (7)
	Issue: Commonwealth proposed that instead of the current 20 kW and 100,000 kWh limit for hourly i...
	Analysis: Section 1612(K)(6) provides a means for loads over 20 kW determined to be predictable b...
	Resolution: No change is necessary.
	1612(M)
	Issue: NWE recommended that Section 1612(M) be stricken in its entirety because the Electric Powe...
	Analysis: This provision provides the Commission with the ability to ensure that consumers receiv...
	Resolution: No change is necessary.
	1612(N)
	Issue: Trico, Navopache and Mohave recommend that the language in Section 1612(N) be modified to ...
	Analysis: We believe that the proper way to address the distribution cooperatives’ concerns is th...
	Resolution: No change is necessary.
	Issue: NWE states that if an ESP is mandated by Section 1612(N) to provide the listed information...
	Analysis: We concur with Staff. This information exchange should be covered in the Electric Servi...
	Resolution: No change is necessary.
	Issue: Most commentators who addressed the issue of bill elements opined that they should be cons...
	Analysis: Bills should provide information to customers in a manner that is easily understood and...
	Our modifications to this Section, while providing additional direction to the affected entities ...
	Resolution: Revise Section 1612(N) as follows:
	a. Generation, which shall include generation-related billing and collection;
	b. Competition Transition Charge, and
	c. Transmission and Ancillary Services Fuel or purchased power adjustor, if applicable;
	d. Metering Services; and
	e. Meter Reading Services.
	a. Distribution services, including distribution-related billing and collection, required Ancilla...
	b. System Benefit Charges. Transmission services;
	a. Metering Service,
	b. Meter Reading Service,
	c. Billing and collection, and
	d. System Benefits charge.

	R14-2-1613 – Reporting Requirements
	Issue: NWE recommended that this entire Section be deleted because NWE believed that the reportin...
	Staff responded that the reporting requirements are necessary for the Commission to monitor and d...
	Analysis: We agree with Staff that the information required by this Section is very valuable to t...
	Resolution: No change is necessary.
	R14-2-1614 – Administrative Requirements
	1614(A-C)
	Issue: NWE repeated its suggestion that there should be no requirement to file maximum rates, and...
	Evaluation: We concur with Staff.
	Resolution: No change is necessary.
	1614(E)
	Issue: ACAA suggested additional language which would further define specifics surrounding the Co...
	Analysis: We believe that ACAA’s concerns will be addressed when the Commission adopts the Consum...
	Resolution: No change is necessary.
	R14-2-1615 – Separation of Monopoly and Competitive Services
	1615(A)
	Issue: Section 1615(A) requires all competitive generation and Competitive Services to be separat...
	Staff responded that Commonwealth’s proposal to require generation assets to be divested through ...
	Commonwealth asserted that Section 1615(A) should be clarified by deleting the word “competitive”...
	Analysis: We concur with Staff.
	Resolution: No change is necessary.
	Issue: Section 1615(A) requires Affected Utilities to transfer their generation assets by January...
	Analysis: We believe that TEP’s concerns are best addressed through a waiver rather than a redraf...
	Resolution: No change is necessary.
	Issue: Section 1615(A) allows Affected Utilities to transfer competitive generation assets to aff...
	Analysis: We agree that the requirement that competitive generation assets and Competitive Servic...
	Resolution: No change is necessary.
	Issue: APS argued that the separation from the UDC of metering, meter reading, billing, and colle...
	Analysis: We concur that separation of monopoly and competitive services by the incumbent Affecte...
	Resolution: No change is necessary.
	1615(B)
	Issue: Section 1615(B)(1) recognizes that UDCs may provide meters for Load Profiled customers. AP...
	Analysis: We concur with Staff. This modification eliminates ambiguity and is not substantive.
	Resolution: Delete “meters” and replace with “Meter Services and Meter Reading Services”.
	1615(C)
	Issue: Section 1615(C) allows distribution cooperatives to provide competitive electric services ...
	Analysis: We agree with this nonsubstantive modification.
	Resolution: Replace “the service territory it had as of the effective date of these rules” with “...
	Issue: Section 1615(C) states that a generation cooperative shall be subject to the same limitati...
	Analysis: The intent of this provision was to preclude a generation cooperative or its competitiv...
	Resolution: Delete the last sentence of Section 1615(C). This change is not substantive.
	R14-2-1616 – Code of Conduct
	Issue: Commonwealth, Tucson, AECC and Enron Corp. (“Enron”) opposed the Commission’s elimination ...
	TEP disagreed with the comments of AECC, Tucson and Commonwealth regarding the re-adoption of the...
	Staff responded that a Code of Conduct for Affected Utilities and their affiliates is necessary i...
	Staff recommended making the following changes to Section 1616:
	No later than 90 days after adoption of these Rules, each Affected Utility which plans to offer N...
	The Code of Conduct shall address the following subjects:
	1. Appropriate procedures to prevent cross subsidization between the Utility Distribution Company...
	2. Appropriate procedures to ensure that the Utility Distribution Company’s competitive affiliate...
	3. Appropriate guidelines to limit the joint employment of personnel by both a Utility Distributi...
	4. Appropriate guidelines to govern the use of the Utility Distribution Company’s name or logo by...
	5. Appropriate procedures to ensure that the Utility Distribution Company does not give its compe...
	6. Appropriate policies to eliminate joint advertising, joint marketing, or joint sales by a Util...
	7. Appropriate procedures to govern transactions between a Utility Distribution Company and its c...
	8. Appropriate policies to prevent the Utility Distribution Company and its competitive affiliate...

	Analysis: Nearly all parties providing comments on this issue suggest that the entire Affiliate T...
	Resolution: Modify Section 1616 as recommended by Staff, adding clarification that approval shall...
	R14-2-1617 – Disclosure of Information
	Issue: NWE and TEP proposed that this entire Section be deleted. APS proposed that only Load- Ser...
	ACAA proposed that information about the resource mix be readily available to residential consume...
	Staff stated that consumers are entitled to receive information so that they can make informed ch...
	Analysis: We agree with those entities who advocate for the disclosure of a Load-Serving Entities...
	Resolution: Except to add Staff’s clarifying language, we do not believe that further modificatio...
	1617(G)
	Issue: Commonwealth proposed that the word “written” be deleted from Section 1617(G)(2) because i...
	Analysis: We concur with Staff.
	Resolution: No change is required.

	12. Any other matters prescribed by statute that are applicable to the specific agency or to any ...
	Not applicable.

	13. Incorporations by reference and their location in the rules:
	The 1997 ANSI C2 (National Electrical Safety Code) incorporated in R14-2-207(E) and R14-2-208(F);...

	14. Was this rule previously adopted as an emergency rule? If so, please indicate the Register ci...
	The Commission adopted certain modifications to these rules on an emergency basis on August 10, 1...

	15. The full text of the rules follows:


	TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION
	CHAPTER 2. ARIZONA CORPORATION COMMISSSION FIXED UTILITIES
	ARTICLE 2. ELECTRIC UTILITIES
	ARTICLE 16. RETAIL ELECTRIC COMPETITION
	ARTICLE 2. ELECTRIC UTILITIES
	R14-2-201. Definitions

	a. Is not gainfully employed and unable to pay, or
	b. Qualifies for government welfare assistance, but has not begun to receive assistance on the da...
	c. Has an annual income below the published federal poverty level and can produce evidence of thi...
	d. Signs a declaration verifying that the customer meets 1 of the above criteria and is either el...
	R14-2-202. Certificate of Convenience and Necessity for Electric Utilities; Filing Requirements o...

	a. The proper name and correct address of the proposed utility company and its owner, if a sole p...
	b. The rates proposed to be charged for the service that will be rendered.
	c. A financial statement setting forth the financial condition of the applicant.
	d. Maps of the proposed service area and/or a description of the area proposed to be served.
	e. Appropriate city, county and/or state agency approvals, where appropriate.
	f. The actual number of customers within the service area as of the time of filing and the estima...
	g. Such other information as the Commission by order or the staff of the Utilities Division by wr...
	a. The proposed site of such plant.
	b. The approximate generating capacity of such plant and the number of generating units proposed ...
	c. The type of fuel proposed to be used in each plant.
	d. The proposed source of fuel and water for each plant.
	e. The estimated date by which such plant will be in operation.
	f. The load forecasting data available to such utility which, in its opinion, justifies the need ...
	g. The method and timing of financing the proposed plant.
	h. Such further information as the Commission may, by special order, or the staff of the Utilitie...
	R14-2-203. Establishment of Service

	a. Name or names of applicant(s) or applicants.
	b. Service address or location and telephone number.
	c. Billing address/telephone number, if different than service address.
	d. Address where service was provided previously.
	e. Date applicant will be ready for service.
	f. Indication of whether premises have been supplied with utility service previously.
	g. Purpose for which service is to be used.
	h. Indication of whether applicant is owner or tenant of or agent for the premises.
	i. Information concerning the energy and demand requirements of the customer.
	j. Type and kind of life-support equipment, if any, used by the customer.
	a. The applicant has had service of a comparable nature with the utility within the past 2 years ...
	b. The applicant can produce a letter regarding credit or verification from an electric utility w...
	c. In lieu of a deposit, a new applicant may provide a Letter of Guarantee from a governmental or...
	a. Residential customer deposits shall not exceed 2 times that customer’s estimated average month...
	b. Nonresidential customer deposits shall not exceed 2 1/2 times that customer’s estimated maximu...
	R14-2-204. Minimum Customer Information Requirements

	a. The monthly minimum or customer charge, identifying the amount of the charge and the specific ...
	b. Rate blocks, where applicable.
	c. Any adjustment factor and method of calculation.
	a. Deposits
	b. Termination of service
	c. Billing and collection
	d. Complaint handling.
	R14-2-205. Master Metering

	a. Equipment and labor costs,
	b. Financing costs,
	c. Maintenance costs,
	d. Estimated kwh usage,
	e. Estimated kw demand on a coincident demand and noncoincident demand basis (for individual units),
	f. Cost of meters and installation, and
	g. Customer accounting cost (one account vs. several accounts).
	R14-2-206. Service Lines and Establishments

	a. Each applicant for services shall be responsible for all inside wiring including the service e...
	b. Meters and service switches in conjunction with the meter shall be installed in a location whe...
	c. Where the meter or service line location on the customer’s premises is changed at the request ...
	a. Each utility shall file for Commission approval, a service line tariff which defines the maxim...
	b. The cost of any service line in excess of that allowed at no charge shall be paid for by the c...
	c. A customer requesting an underground service line in an area served by overhead facilities sha...
	R14-2-207. Line Extensions

	a. Name and address of applicant(s) or applicants;
	b. Proposed service address or location;
	c. Description of requested service;
	d. Description and sketch of the requested line extension;
	e. A cost estimate to include materials, labor, and other costs as necessary;
	f. Payment terms;
	g. A concise explanation of any refunding provisions, if applicable;
	h. The utility’s estimated start date and completion date for construction of the line extension;...
	i. A summary of the results of the economic feasibility analysis performed by the utility to dete...
	a. A maximum footage and/or equipment allowance to be provided by the utility at no charge. The m...
	b. An economic feasibility analysis for those extensions which exceed the maximum footage and/or ...
	c. The timing and methodology by which the utility will refund any advances in aid of constructio...
	d. All advances in aid of construction shall be noninterest bearing.
	e. If after 5 five years from the utility’s receipt of the advance, the advance has not been tota...
	a. The utility shall construct or cause to be constructed and shall own, operate and maintain all...
	b. Rights-of-way and easements suitable to the utility must be furnished by the developer at no c...
	c. If, subsequent to construction, the clearance or grade is changed in such a way as to require ...
	a. The developer shall provide the trenching, backfill (including any imported backfill required)...
	b. Each utility shall inspect the trenching provided by the developer within 24 hours after a mut...
	c. The utility shall install or cause to be installed underground electric lines and related equi...
	d. Underground service lines from underground residential distribution systems shall be owned, op...
	a. When the application of any of the provisions of R14-2-207(E) appears to either party not to b...
	b. Notwithstanding any provision of this regulation to the contrary, no utility shall construct o...
	c. Underground service lines installed pursuant to this rule (R14-2-207(E)) and accepted by the u...
	a. Any underground electric distribution system requiring more than single phase service is not c...
	b. If there are 1 or more is an existing distribution pole lines or line(s) on or across a record...
	c. A distribution pole line that parallels a boundary of a subdivision and this line can serve lo...
	d. Subdivisions recorded prior to the effective date of this rule shall be governed by the terms ...
	R14-2-208. Provision of Service
	R14-2-209. Meter Reading
	R14-2-210. Billing and Collection

	a. The customer’s usage during the same month of the previous year,
	b. The amount of usage during the preceding month.
	a. When extreme weather conditions, emergencies, or work stoppages prevent actual meter readings.
	b. Failure of a customer who reads his own meter to deliver his meter reading to the utility or M...
	c. When the utility or Meter Reading Service Provider is unable to obtain access to the customer’...
	d. Due to customer equipment failure, a 1-month estimation will be allowed. Failure to remedy the...
	e. To facilitate timely billing for customers using load profiles.
	a. The estimating procedures employed by the utility or billing entity have not been approved by ...
	b. The billing would be the customer’s 1st or final bill for service.
	c. The customer is a direct-access customer requiring load data.
	d. The utility can obtain customer-supplied meter readings to determine usage.
	a. Maintain accurate records of the reasons therefore and efforts made to secure an actual reading;
	b. Clearly and conspicuously indicate that it is an estimated bill and note the reason for its es...
	a. The beginning and ending meter readings of the billing period, the dates thereof, and the numb...
	b. The date when the bill will be considered due and the date when it will be delinquent, if not ...
	c. Billing usage, demand (if measured), basic monthly service charge, and total amount due;
	d. Rate schedule number or service offer;
	e. Customer’s name and service account number;
	f. Any previous balance;
	g. Fuel adjustment cost, where applicable;
	h. License, occupation, gross receipts, franchise, and sales taxes;
	i. The address and telephone numbers of the Electric Service Provider, and/or the Utility Distrib...
	j. The Arizona Corporation Commission address and toll-free telephone numbers;
	k. Other unbundled rates and charges.
	a. The postmark date;
	b. The mailing date;
	c. The billing date shown on the bill (however, the billing date shall not differ from the postma...
	d. The transmission date for electronic bills.
	a. If the date of the meter error can be definitely fixed, the utility or billing entity shall ad...
	b. If it is determined that the customer has been overbilled and there is no evidence of meter ta...
	a. Customer’s actual consumption history, which may be adjusted for abnormal conditions such as w...
	b. For new customers, the utility will estimate consumption based on the customer’s anticipated l...
	c. The utility’s tariff schedules approved by the Commission applicable to that customer’s class ...
	a. Actual consumption,
	b. Dollar amount due for actual consumption,
	c. Levelized billing amount due, and
	d. Accumulated variation in actual-versus-levelized billing amount.
	a. Customer agrees to pay a reasonable amount of the outstanding bill at the time the parties ent...
	b. Customer agrees to pay all future bills for utility service in accordance with the billing and...
	c. Customer agrees to pay a reasonable portion of the remaining outstanding balance in installmen...
	a. Size of the delinquent account,
	b. Customer’s ability to pay,
	c. Customer’s payment history,
	d. Length of time that the debt has been outstanding,
	e. Circumstances which resulted in the debt being outstanding, and
	f. Any other relevant factors related to the circumstances of the customer.
	R14-2-212. Administrative and Hearing Requirements

	a. Name and address of the complainant;
	b. Date and nature of the complaint;
	c. Disposition of the complaint; and
	d. A copy of any correspondence between the utility, the customer, and/or the Commission.
	a. Notify the customer within 5 five working days of the receipt of a written dispute notice.
	b. Initiate a prompt investigation as to the source of the dispute.
	c. Withhold disconnection of service until the investigation is completed and the customer is inf...
	d. Inform the customer of his right of appeal to the Commission.
	a. Each party may be represented by legal counsel, if desired.
	b. All such informal hearings may be recorded or held in the presence of a stenographer.
	c. All parties will have the opportunity to present written or oral evidentiary material to suppo...
	d. All parties and the Commission’s representative shall be given the opportunity for cross-exami...
	e. The Commission’s representative will render a written decision to all parties within 5 five wo...
	a. Administrative completeness
	review time-frame: 120 calendar days;
	b. Substantive review time-frame: 150 calendar days; and
	c. Overall time-frame: 270 calendar days.
	ARTICLE 16. RETAIL ELECTRIC COMPETITION
	R14-2-1601. Definitions


	Tucson Electric Power Company, Arizona Public Service Company, Citizens Utilities Company, Arizon...
	a. The verifiable net difference between:
	b. Reasonable costs necessarily incurred by an Affected Utility to effectuate divestiture of its ...
	c. Reasonable employee severance and retraining costs necessitated by electric competition, where...
	d. Other transition and restructuring costs as approved by the Commission as part of the Affected...
	R14-2-1602. Commencement of Competition Filing of Tariffs by Affected Utilities
	R14-2-1603. Certificates of Convenience and Necessity

	a. The full name of the owner if a sole proprietorship,
	b. The full name of each partner if a partnership,
	c. A full list of officers and directors if a corporation, or
	d. A full list of the members if a limited liability corporation;
	a. Administrative completeness review time-frame: 120 calendar days;,
	b. Substantive review time-frame: 180 calendar days;,
	c. Overall time-frame: 300 calendar days.
	R14-2-1604. Competitive Phases

	a. Process for customer notification of residential phase-in program;
	b. Selection and tracking mechanism for customers based on first-come, first-served method;
	c. Customer notification process and other education and information services to be offered;
	d. Load Profiling methodology and actual load profiles, if available; and
	e. Method for calculation of reserved load.
	a. The number of customers and the load currently enrolled in residential phase-in program by Ene...
	b. The number of customers currently on the waiting list,
	c. A description and examples of all customer education programs and other information services i...
	d. An overview of comments and survey results from participating residential customers.
	R14-2-1605. Competitive Services
	R14-2-1606. Services Required to be Made Available

	a. Competitive Services:
	b. Non-Competitive Services:
	R14-2-1607. Recovery of Stranded Cost of Affected Utilities
	R14-2-1608. System Benefits Charges
	R14-2-1609.R14-2-1610. Transmission and Distribution Access
	R14-2-1609. Solar Portfolio Standard Repealed

	YEAR EXTRA CREDIT MULTIPLIER
	1997 .5
	1998 .5
	1999 .5
	2000 .4
	2001 .3
	2002 .2
	2003 .1
	a. In-State Power Plant Installation Extra Credit Multiplier: Solar electric power plants install...
	b. In-State Manufacturing and Installation Content Extra Credit Multiplier: Solar electric power ...
	a. Solar electric generators installed at or on the customer premises in Arizona. Eligible custom...
	b. Solar electric generators located in Arizona that are included in any Electric Service Provide...
	c. Solar electric generators located in Arizona that are included in any Electric Service Provide...
	d. Solar electric generators located in Arizona that are included in any Electric Service Provide...
	e. All Green Pricing, Net Metering, Net Billing, and Solar Leasing programs must have been review...
	R14-2-1610.R14-2-1611. In-state Reciprocity
	R14-2-1611.R14-2-1612. Rates
	R14-2-1612.R14-2-1613. Service Quality, Consumer Protection, Safety, and Billing Requirements

	a. The working group may establish technical advisory panels to assist it.
	b. Members of the working group shall include representatives of staff, consumers, the Residentia...
	c. The working group shall be coordinated by the Director, Utilities Division of the Commission o...
	a. Generation, which shall include generation-related billing and collection;
	b. Competition Transition Charge;, and
	c. Transmission and Ancillary Services; Fuel or purchased power adjustor, if applicable;
	d. Metering Services; and
	e. Meter Reading Services.
	a. Distribution services, including distribution-related billing and collection, required Ancilla...
	b. System Benefit Charges. Transmission services; and
	c. Ancillary services
	a. Metering Service,
	b. Meter Reading Service,
	c. Billing and collection, and
	d. System Benefits charge.
	R14-2-1613.R14-2-1614. Reporting Requirements
	R14-2-1614.R14-2-1615. Administrative Requirements
	R14-2-1615.R14-2-1616. Separation of Monopoly and Competitive Services
	R14-2-1616. Code of Conduct
	R14-2-1617. Affiliate Transactions Repealed

	a. The affiliate is not the same company as the Affected Utility or Utility Distribution Company,...
	b. Customers do not have to buy the affiliate product in order to continue to receive quality reg...
	a. Goods and services provided by an Affected Utility or Utility Distribution Company to an affil...
	b. Goods and services produced, purchased or developed for sale on the open market by the Affecte...
	a. Providing leads to its affiliates;
	b. Soliciting business on behalf of affiliates;
	c. Acquiring information on behalf of, or provide information to, its affiliates;
	d. Sharing market analysis reports or any non-publicly available reports, including but not limit...
	R14-2-1617.R14-2-1618. Disclosure of Information


	NOTICE OF EXEMPT RULEMAKING

	TITLE 18. ENVIRONMENTAL QUALITY
	CHAPTER 13. DEPARTMENT OF ENVIRONMENTAL QUALITY SOLID WASTE MANAGEMENT
	PREAMBLE
	1. Sections Affected Rulemaking Action
	R18-13-201 Amend R18-13-202 New Section

	2. The specific authority for the rulemaking, including both the authorizing statute (general) an...
	Authorizing statute: A.R.S. § 49-104
	Implementing statute: A.R.S. § 49-701.01

	3. The effective date of the rules:
	September 17, 1999

	4. A list of all previous notices appearing in the Register addressing the exempt rule:
	Notices of Rulemaking Docket Opening: 5 A.A.R. 2266, July 16, 1999, and 5 A.A.R. 2937, August 27,...

	5. The name and address of agency personnel with whom persons may communicate regarding the rulem...
	Name: Deborah K. Blacik or Martha L. Seaman
	Address: Department of Environmental Quality Rule Development Section, M0836A-829 3033 N. Central...
	Telephone: (602) 207-2223 or within Arizona (800) 234-5677, Ext. 2223
	Fax: (602) 207-2251
	TTD: (602) 207-4829

	6. An explanation of the rule, including the agency's reasons for initiating the rule, including ...
	In this rulemaking, the Arizona Department of Environmental Quality (Department) is amending R18-...
	State law defines what is a solid waste, lists exemptions to solid waste, and allows the Departme...
	Black Mesa Pipeline, Inc. petitioned the Department to approve a statewide exemption to the defin...
	The Director approved the petition on June 9, 1999. Under state law, the Department determined th...
	1. The discharge was the result of an accidental pipeline break; and 2. The thickness of the laye...

	7. A reference to any study that the agency proposes to rely on in its evaluation of or justifica...
	None.

	8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule ...
	Not applicable.

	9. The summary of the economic, small business, and consumer impact:
	Not applicable. This is an exempt rulemaking.

	10. A description of the changes between the proposed rules, including supplemental notices, and ...
	Not applicable.

	11. A summary of the principal comments and the agency response to them:
	None.

	12. Any other matters prescribed by statute that are applicable to the specific agency or to any ...
	13. Incorporations by reference and their location in the rules:
	Not applicable.

	14. Was this rule previously adopted as an emergency rule?
	No.

	15. The full text of the rules follows
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